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INFORMATION: 

The Canadian Taxpayers Federation 
(CTF) is a federally incorporated, non-profit 
organization. Our three-fold purpose is: 1) 
To act as a watch dog, and to inform taxpay- 
ers of government’s impact on their eco- 
nomic well-being; 2) To promote responsi- 
ble fiscal and democratic reforms, and to 
advocate taxpayers’ common interests; 3) To 
motivate taxpayers to exercise their demo- 
cratic responsibilities. 

Founded in 1989, the Federation is inde- 
pendent of all political or institutional affili- 
ations and is entirely funded by its associate 


membership fees and free-will contribu- 
tions. The Taxpayer is published six times a 
year and is mailed to the CTF’s associate 
members. For more information write: the 
Canadian Taxpayers Federation, #105 - 438 
Victoria Ave. East, Regina, Sask., S4N ON7, 
or phone our toll-free number: 1-800-667- 
7933. All material in The Taxpayer is copy- 
righted. Permission to reprint can be ob- 
tained by writing The Taxpayer at the 
address above. 

Printed in Canada. Editorial cartoons 
are used by permission. 


ethos ccna OFFICES: 


Bnitish Columbia: #604-1207 Douglas St., 
Victoria, B.C., V8W 2E7, Ph: (604) 388- 
3660. 
National Research Office: Alberta: #410 - 
9707 -110th St., Edmonton, AB, TSK 
2L9, Ph: (403) 448-0159. 

@ Saskatchewan: 4110-438 Victoria Ave. E. 


Regina, SK., S4N ON7, Ph: (306) 352- 
1044. 

Manitoba: 1211 Richard Ave., Winnipeg, 
MN., R3E 3H3, Ph: (204) 772-3199. 
Ontario: P.O. Box 19518, Manulife Cen- 
tre, 55 Bloor Street West, Toronto, ON, 
M4W 3T9, Ph: 1-800-265-0442. 


P, art of the Canadian Taxpayers 
Federation’s mandate, and in my 
mind, the most important part, is to 
mobilize individual taxpayers to act on 
their own behalf. While the staff at 
the CTF do everything we can to keep 
governments accountable and to lobby 
for a reasonable tax burden, the suc- 
cess of our organization really depends 
on you the member. i 


Ou members contribute to the 
cause in any number of ways. You 
may have signed a CTF petition or 
called your local politician in the past 
to help the CTF get its message across. 
Perhaps you’ ve volunteered your time 
in helping the CTF organize rallies or 
special events. All of these activities 
make the CTF a more powerful force 
on the Canadian political scene and a 
more legitimate player in the eyes of 
policy-makers and the media. There 
really is strength in numbers. 


rat brings us to this issue of The 
Taxpayer and your role in the current 
election campaign. Canada is not ex- 
actly bursting at the seams with demo- 
cratic institutions. The one powerful 
tool taxpayers do have at their dis- 
posal, however, is the ballot box at 
election time. It may sound like a 
cliché, but the single most important 
action you can take to protect your in- 
terests as a taxpayer is to elect those in- 
dividuals and parties that are commit- 
ted to the responsible and efficient use 
of tax dollars. 


But how do you know which 
party has your best interests at heart? 
In this issue of The Taxpayer we’ve 
tried to provide you with some infor- 
mation to help you come to a conclu- 
sion on this question. In the following 
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make 
the 


difference! 


Mitch Gray 


pages you'll find a “Taxpayers” Vot- 
ing Guide”. The Guide provides some 
succinct answers from each of the ma- 
jor federal parties as to where they 
stand on taxpayer-oriented issues. We 
asked the parties about their positions 
on the Canada Pension Plan, tax cuts, 
taxpayer protection legislation, the 
M.P. pension plan, and where they 
would eliminate government waste. 
You may find the answers elucidating 
or evasive, encouraging or infuriating, 
but, we hope, informative as well. 


We nave attempted to be as even- 
handed as possible in presenting the 
Guide. The CTF does not endorse any 
political party. Your vote is your own. 
We simply wanted to give taxpayers a 
basis for comparison in making their 
choice on election day. 


©/n addition to the Voting Guide, 
you'll find other items of interest in 
this issue including an accounting of 
tax increases under the current federal 
regime and a description, courtesy of 
our guest columnist, Gordon Denusik, 
of the impact these changes have had 
on the average Canadian. You'll also 
discover how the GST, rather than be- 
ing scrapped, killed, and abolished as 
we heard promised last election, has 
actually been increased — not through 
arate hike but through an inconspicu- 
ous technical change. And, of course, 
you can catch up with our govern- 
ments’ spending priorities through 
regular features like Waste Watch. 


But don’t let any of this get you 
discouraged. In fact, it should help to 
motivate you to get out there and help 
the CTF in its mission to protect tax- 
payers. Make your vote count on elec- 
tion day.@ 


Vol 9 no 2/97 


FEDERATION NEWS RELEASE: 


Illusory budget masks massive tax grab | 
Deficit being fought on! 
the backs of taxpayers 


OTTAWA - Despite minor selected tax 
cuts in the federal budget, Canadians can ex- 
pect to pay hundreds of dollars more in taxes 
for years to come, according to the Canadian 
Taxpayers Federation (CTF) research depart- 
ment. 

Mitchell Gray, National Research Direc- 
tor for the CTF, said that Finance Minister 
Paul Martin’s small reductions in Employ- 
ment Insurance premiums will be more than 
offset by a 69% hike in Canada Pension Plan 
premiums announced in the budget. 

“This budget is very deceiving,” Gray 
said. “Paul Martin would have us believe 
we're getting a tax break, when in reality, he 


THE TAXPAYER 


is hitting us over the head with the single 
largest tax increase in Canadian history.” 

Gray further pointed out that Martin’s re- 
vised deficit targets are the result of tax in- 
creases and not spending cuts. Taxes have in- 
creased by $21.8 billion or 19% since the 
first Liberal budget, while total spending has 
only decreased by $6.2 billion or 4%. “Paul 
Martin continues to achieve lower deficit fig- 
ures by driving down the average Canadian’s 
take-home pay,” he added. 

The CTF Research Director also criticized 
the government’s new spending initiatives. 
“While it may be good pre-election politics, 
there is no guarantee that an additional $850 


million in Child Tax Benefit payments will 
actually reach the children it’s intended to 
help,” Gray said. “If Ottawa really wanted to 
do something about child poverty, they 
would be much more aggressive in attacking 
the deficit and in easing Canadians’ job-kill- 
ing tax burden.” 

Gray also questioned the value of spend- 
ing $600 million more on infrastructure pro- 
jects. “The last infrastructure program cost 
Canadians $6 billion for things like canoe 
museums and bowling alleys with no im- 
provement in employment. Why should we 
trust this government to create jobs with a 
strategy that’s already failed?” @ 


Refining our national 
symbol 


arks Canada’s buck-toothed emblem is 
getting a face-lift courtesy of taxpay- 
ers. The beaver which has appeared on signs, 
stationery and uniforms since 1973 is being 
“refined” according to Parks Canada. Two 
and a half years of intensive analysis, which 
involved studies and focus groups, deter- 
mined that while people recognized 
the symbol as related to 
a, Parks Canada, 
the little fel- 
low was 
mistaken 
for a pork 
chop, a 
baseball 
cap, a 
chicken and a “turd.” When a new design is 
ready, our existing beaver will have to be re- 
placed. There is no estimate as to the cost of 
this change. However, in the interest of saving 
taxpayers a few dollars, the department notes 
replacements will only be done on an as 
needed basis as part of normal maintenance. 


Freedom of Information? 
Not in Saskatchewan 


askatchewan people would have to 

cough up $68,000 to find out if govern- 
ment employees are spending our hard earned 
tax dollars on 1-900 calls. A CBC radio re- 
porter tried to use the access-to-information 
law (FOD) to find out and filed 28 FOI re- 
quests to government departments and Crown 
corporations for a detailed account of all 1- 
900 calls. It’s an interesting question since in- 
formation came to light about a PEI MLA 


who charged more than $5,000 worth of 
phone-sex calls to that government. And the 
Reform party uncovered civil servants in BC 
who were running up huge phone-sex bills as 


owell. 


In an interesting twist, instead of providing 
the information, government employees said 
it would cost the reporter $68,000 for them to 
assemble the information, and tried to encour- 
age CBC and other reporters to file federal 
FOI requests to find out how many 1-900 
calls have been run up in CBC’s Saskatche- 
wan offices. The CBC has a policy and tele- 
phone system that blocks out 1-900 calls. 
Which raises the question as to why the Sas- 
katchewan government hasn’t formulated a 
similar policy. 


To smoke or not to 
smoke? 


To is the question, but does Ottawa 
know the answer? Apparently, the fed- 
eral government is funding both sides of the 
fight. It was recently revealed that while 
Ottawa spends millions of dollars in the war 
against smoking, it also funds research on 

how to grow superior tobacco. The tobacco in- 
dustry is worth about $7 billion in taxes to fed- 
eral and provincial governments, so it’s not 
surprising to see that Ottawa is funding 
$200,000 to $300,000 worth of salaries for sci- 
entists at the Delhi Research Farm in Ontario. 
What is surprising though, is that while they 
are handing out money in this way, they are 
also spending millions on anti-smoking ef- 
forts. In 1996 alone, Health Canada will 

spend $2.2 million on an anti-tobacco media 
campaign. It also funds the anti-smoking 

lobby to the tune of $1.65 million in 1996-97. 


Leasing space it doesn’t 
need 


N ova Scotia taxpayers are footing the 
bill for $6 million worth of leasing 


costs on property the government has no need 
for. The Halifax News obtained a confidential 
report through the provincial Freedom of In- 
formation Act, which says the government 
pays too much for leased offices, occupies too 
much space and should own more and lease 
less. While other provinces lease 30% of their 
property, Nova Scotia leases 70%. Further 
they are locked into 25-year leases set up by 
the former PC government at prices far higher 
than today’s going rate, and with offices 
spread out in 50 buildings, the net result is in- 
efficiency, inconvenience and high operating 
costs, according to the report. 


Office renovations costly 
to taxpayers 


Wie spending $70,000 renovating 
office space in Ontario might not 
seem like a huge amount in government 
spending, when it is taking place in a building 
only built a year and a half ago, at a cost of 
$200 million, then taxpayers should be genu- 
inely concerned. Workers’ Compensation 
Board Chairman Glen Wright had the renova- 
tions undertaken because he felt 1,000 square 
feet for himself and three employees wasn’t 
enough space. He also had an executive wash- 
room installed in the offices. Interestingly 
enough the WCB has announced the elimina- 
tion of 130 jobs from it’s supervisory and 
management ranks. Looking at the numbers. 
perhaps they should eliminate one more. 
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Can governments provide 


the same service at less cost? 


The answer is... 


he Canada Council 
(CC) is a little known federal 
agency buried in the backwa- 
ters of Ottawa culture. Each 
year, the federal government 
gives it nearly $100 million to 
distribute to the arts commu- 
nity. 

The agency was formed by 
an Act of Parliament in 1957 
and was set up with a $50 mil- 
lion endowment fund. It was 
to use the interest earned on 
this money to fund arts. 
Ottawa expected that this 
would be the last it would hear 
from this group. But, intensive 
lobbying from the arts commu- 
nity saw Ottawa cave in and 
agree to provide direct funding 
to Canada Council - aside 
from the trust fund. Since then, 
CC’s yearly funding has stead- 
ily increased, peaking at $108 
million in 1992-93. Over the 


REGINA - The provincial media picked up on a CTF - Sask news release and Let’s 
Talk Taxes condemning the provincial government for the creation of a new Crown 


years, it has spent nearly $2 
billion - not adjusted for infla- 
tion. In real dollars, therefore, 
the actual figure is much 
higher. 


The agency has gained noto- 
riety for oon the weird and 


by Dean Smith 


wonderful of the arts world. It 
provides grants to foreign pub- 
lishers if they will publish 
books by Canadian authors. 
Some of the more infamous of 
these include the $10,000 
given to translate Jim Burke’s 


Canaita Council: $200 n million a year ees 
i the arts community. 


book, Jf it weren't 
for sex, I'd have to 
get a job. Sex, in this in- 
stance, could also be an acro- 
nym for Canada Council. Then 
there was the $1,837 given toa 
publisher called Uniebok to 
translate B.V. Houten’s book 
Almost Japanese into Dutch. 

Over the past few years, 
Ottawa has started to cut Can- 
ada Council’s funding. But, de- 
spite cutbacks amounting to 
nearly $8 million over the past 
couple of years, the agency 
has not reduced the amount of 
grants it hands out. How can 
this be, you ask? Canada Coun- 
cil has undertaken massive re- 
structuring and cut administra- 
tive costs by nearly 50%. 

Now think about it. Aside 
from the more obvious issue 
of whether we need CC or not, 
it is essentially doing the same 
job with substantially fewer 
employees. Scary thought. We 
knew Ottawa was overstaffed, 
but who would have guessed 
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30% to 50%? 

As to the broader issue 
of whether we actually need 
the agency, Roch Carrier, Can- 
ada Council’s Director de- 
fends the need for arts funding 
with the following statement: 
“Art is the tangible evidence of 
the depth and diversity of hu- 
man beings who question their 
destiny. Like long roots tap- 
ping into the residue of the 
past, art nourishes our analy- 
sis of the present so that we 
can invent the avenues of the 
future.” 

A few years back, an artist 
toured the country, courtesy of 
the taxpayers. She would 
dance around a room with a 
large mop attached to her back 
which would occasionally be 
dunked in paint. Through her 
movements she painted the 
room. Now, if this in any way 
represents where Canada is at 
and where we are headed, I 
quite frankly don’t want to 
know about it. # 


tax hike and the CTF solution, which has resulted in a steady response. 
WINNIPEG - Brian Kelcey participated in a panel discussion sponsored by the 


corporation called SPUDCO. Articles appeared in the Star Phoenix and Leader Post, 
and CBC Noon Edition ran an interview. 


TORONTO - Paul Pagnuelo continues to address public meetings regarding 
the megacity controversy about amalgamating Toronto and suburbs. 


VICTORIA - A citizens’ panel reviewing MLA compensation 
adopted several recommendations forwarded 

by the CTF - BC in tabling their final re- 
port. This promoted interviews from all 
three major dailies, Canadian Press 

and BCTV. 


OTTAWA - Mitch Gray appeared 

on CBC Newsworld’s “Face Off” 

along with Manitoba tax professor 

Jesse Vorst to discuss the concept of 

the taxpayer protection legislation. 

EDMONTON - Mitchell Gray and 

James Forrest held a news conference where James re- 


leased the CTF’s draft Citizen Initiatives and Referendum bill to be sent to the lead- 
ers of the four major political parties, requesting their commitment to implement it if 


gw ok 
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they are elected. Mitchell released the CTF ’s proposed MRSP alternatives to the CPP. 


TORONTO - The CTF - Ontario undertook an advertising campaign endorsing anti- 
amalgamation. 28 thirty second radio spots ran over a 19 hour period on Hamilton’s 
top radio stations, and the cost was fully funded by contributions from local citizens. 


ALBERTA - Ads appeared in the Edmonton and Calgary Suns regarding the CPP 


Province on applications of technology to ease the burden of tax compliance on 

small business. Victor Vrsnik sat on an education panel sponsored by the Commu- 

nity Education Development Committee. 

WINNIPEG - Brian Kelcey made a presentation to Winnipeg City Council to 

mark the close of a 10-week focus on city budget issues. Kelcey lobbied councillors 

and the Mayor’s office to accept an MTA draft amendment designed to replenish the 
City’ s cash revenues while still maintaining tax control. In addition, the MTA re- 

” leased its first “Taxpayer” s Hansard” which outlines city council vot- 
ing records on tax and spend issues. 


REGINA - The 1997 Saskatchewan 
budget reflected the CTF - SK’s call for a 
PST reduction, when the provincial govern- 
.z., sent announced the decrease in the tax 
from 9% to 7%. The CTF -SK led news 
reaction to the story with three front page 
articles. There was also positive media reaction 
to the CTF’s demand for a three year plan to con- 
tinue PST reduction and income tax reduction. 


RED DEER - James Forrest addressed over 350 Red Deer area tax- 
payers who are interested in setting up a ratepayers organization. 


VICTORIA - Troy Lanigan appeared bound and gagged on the front page of The 
Business Examiner, a Vancouver Island news magazine. The photo, taken outside 
the Election’s BC office, accompanied a feature article on the BC Gag Law situ- 
ation. @ 
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Was Saskatchewan on 
the verge of bankruptcy? 


by Moira Wright 


Premier Roy Romanow 
has finally decided to let the 
public in on the fact that Sas- 
katchewan was on the brink of 
bankruptcy in 1993. More 
than a few taxpayers had deep 
concerns about the province’s 
finances in the early 1990s, 
and in particular the members 
of the Saskatchewan Taxpay- 
ers Association, who had 
been well warned about the 
threat of a fiscal crisis. 


The concern was well jus- 
tified, as it was recently re- 
vealed that Saskatchewan re- 
ceived a $45-million bail-out 
package from Ottawa in order 
to prevent a financial crisis. A 
day after his 1997 budget, Ro- 
manow admitted to reporters 
that “I must pay a little tribute 
to Mr. Mulroney here, be- 
cause he was able, through his 
Minister of Finance, to grease 
some payment from the fed- 
eral government to the Prov- 
ince of Saskatchewan.” 

There are a few serious is- 
sues of concern for taxpayers 
here. How could a situation 
that politicians claim to have 


been so serious been kept a 
secret from taxpayers for four 
years — and only revealed 
when it suited someone’s 
politics to do so? How can 
Ottawa secretly “send another 
$45 million to Saskatchewan” 
without any explanation to 
taxpayers and without any ac- 
countability for it? 


While these are serious is- 
sues that once again reveal a 
disturbing lack of public ac- 
countability, the real issue 
here is the need to prevent the 
threat of any future fiscal cri- 
sis. Not until we have tough 
Taxpayer Protection Legisla- 
tion at all levels of govern- 
ment will taxpayers be able to 
rest easy. 


We must outlaw deficit fi- 
nancing, punish politicians 
who break that law, commit to 
a debt elimination schedule, 
and put future tax hikes to a 
democratic vote. Neither tax- 
payers nor government 
should ever again be forced 
by politicians into a similar 
fiscal crisis. 


CANADA'S FEDERAL DEBT — 
LA DETTE PUBLIQUE DU CANADA 
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Government & Efficiency 


Contracting out 


overnment 


By Dean Smith 


Qi the years, the phrase “contracting out” 
has sent shivers down the backs of senior bu- 
reaucrats. It simply means that government depart- 


ments would have the private 
sector provide services instead 
of government employees. 

While contracting out has 
been a tried-and-true method of 
reducing costs for governments 
around the world, Canadian bu- 
reaucrats have been slow to fol- 
low suit. 

But, that is slowly changing. 
In fact, a major innovation is 
taking place that started in the 
centre of Ottawa itself. The Na- 
tional Capital Commission 


(NCC), which looks after much © 


of the federal property and land 
in the Ottawa region, has initi- 
ated what it describes as “Em- 
ployee Takeover Companies” 
(ETCs). 

Faced with major funding 
cuts, the NCC was looking for a 
way to reduce expenses, while 
at the same time, protecting 
jobs. It decided to have its em- 
ployees start their own busi- 
nesses, which would then be 
contracted to do the same work 
they had done previously. In 
April last year, six different 
companies were started by for- 
mer NCC employees in the 
parks maintenance division. 
The results have been impres- 
sive. 

The NCC divided their park 
system into six different regions 
and allowed the ETCs to bid on 
the maintenance contracts. Out- 
side companies were not al- 
lowed to compete, but in order 
to get the contract the ETCs had 
to be 20% to 25% lower than 
what it had previously cost the 
NCC to do the work. 

For three years, these ETCs 
are protected from outside com- 
petition. After that period, the 
maintenance contracts will be 


Services 


opened up for any company to bid on. This 
grace period gives the ETCs a chance to get 
ready for the full jump into the private sector. 
These former government employees are now 
highly motivated to find ways to 
do the same work better and 
cheaper than before. Since the new 
companies were formed they have 
expanded their client base and re- 
ceived contracts to do work in the 
private sector. Although the ETCs 
are primarily made up of former 
NCC employees, some additional 
workers have been hired. As well 
as saving 25%, according to the 
NCC, “the contracted work is 
done on schedule at an excellent 
standard.” 

It hasn’t all been a bed of roses. 
In one attempt to form an ETC, the 
NCC employees couldn’t come in 
at the required 25% discount. The 
work was subsequently tendered 
out, but many of the NCC employ- 
ees who were laid off found jobs 
with the company winning the ten- 
der. 

There have also been the crit- 
ics. Not surprisingly, the Public 
Service Alliance of Canada, a gov- 
ernment union, took the NCC to 
court, unsuccessfully, to try to stop 
the move. Some have claimed that 
fm the process gives the ETCs an un- 
fair advantage over other private 
contractors, and certainly there is 
some merit to this. But in two 
more years, these government con- 
tracts will be available to all bid- 

ders. Even NCC spokespersons ad- 
+ mit that bigger savings could have 
been achieved if the bidding had 
been opened up at the beginning. 
But the current process provides 

an important bridge for employees 
' to make the transition from govern- 
ment worker to entrepreneur. Pro- 
vided they have a fair chance of 
making a go of it, other govern- 
ment employees might be tempted 
to initiate the process themselves, 
making it a win-win situation for 
workers and taxpayers. 
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hen Paul Martin introduced his 
first budget in 1994, he said the Liberal 
government listened to Canadians when 
they said they wanted “the deficit brought 
down by reducing government spending, 
not by raising taxes.” 

After four Liberal government budgets, 
the deficit is down, but not because of 
reduced government spending. Instead the 
deficit is down because of record low 
interest rates, a revived US economy, and 
more significantly - increased tax revenues. 

Since the Liberals came to power, tax 
revenues collected by the federal 
government have increased by a total of 16.8%. And 
when tax revenues increase, average Canadians pay 
the price. In 1996, a couple who earned a combined 
income of $55,000 (note 1) paid over $800 more in 
taxes, because of the tax policies of the federal 
government. Canadians pay more taxes through: 


1. Bracket creep: 

If the federal government were truly interested in 
“fairness,” changes would have been made to tax 
laws to allow for the full indexing of tax brackets and 
personal credits to inflation. But, they haven’t been, 
and as a result, the taxes of every Canadian rise each 
year. This form of tax increase is commonly referred 
to as “bracket creep.” 


For example: Thanks to “bracket creep,” if you 
earned $32,000 of income, you paid approximately 
$320 more in tax in 1996. If you are a senior who 
earned $11,000 this year, you paid $230 of tax versus 
only $99 - a $133 difference - thanks to the “bracket 
creep.” 


2. The elimination of various 
deductions and exemptions: 


When examined individually, certain deductions 
and exemptions eliminated by the Liberals might 
seem insignificant, but when added up, they amount 
to a significant increase in taxes. 


Further, governments do not usually re-instate 
deductions and exemptions eliminated by previous 
governments. A case in point is the $500 employment 
expense deduction and the $1,000 investment income 
exemption eliminated by previous governments but 
which haven't been re-instated. Therefore, the tax 
saving deductions and exemptions eliminated by this 
government will likely see the same fate with 
subsequent administrations. 


GAS TAX INCREASED 1.5 CENTS A LITRE 


ATS. 


Deductions and exemptions 
eliminated by the Liberal 
government include: 


The $100,000 lifetime capital 

gains exemption: 

This exemption was introduced 
in the mid 1980s. It was a 
once-in-your-life benefit (i.e. once 
you fully utilized the $100,000 
exemption, you had to pay tax on 
any additional capital gains earned). 
Most of the very rich and wealthy 
already fully utilized their 
exemption long before it was eliminated, and saved 
themselves upwards of $39,000 of tax. Therefore, 
when this exemption was eliminated in 1994, the 
people primarily affected are the average Canadians 
who might happen to occasionally realize a small 
capital gain once every few years. Previously, if an 
individual was fortunate enough to realize a capital 
gain of say, $2,000, he or she wouldn’t have paid tax 
on it. Now that individual will pay tax anywhere from 
$388 to $700. Further, the $100,000 capital gains 
exemption aided in reducing the onerous taxes that 
arise upon the death of an individual. With the 
exemption now gone, the federal government can 
receive more tax revenues from the deceased! 


Employer provided life insurance benefit: 

The first $25,000 of life insurance coverage 
provided by an employer to an employee was 
previously not taxable for income tax purposes. In the 
Liberal government’s first budget, they made that 
portion taxable. As a result, if you receive this benefit 
from your employer, you have been paying anywhere 
from $13 to $40 per year more in tax (depending on 
the tax bracket and cost of insurance) since 1994. 


@ Tax deduction for meals & entertainment 
reduced to 50% of actual cost: 
While some may argue that the deduction of the 
cost of box seats to a hockey game by a large 


INCO 
A “COUPLE WITH A COMBINED 
me $800 IN TAXES IN 1996 ALONE. 


HOW MUCH ARE YOU 


PAYING FOR THE LIBERAL TAX INCREASES? 


ME OF 555, 000 PAID AN EXTRA 


ie eae 
af 


multi-national corporation is not “right,” for many 
commissioned salespeople, as well as small business 
owners, meals and entertainment are a legitimate 
business expense incurred to earn business income 
and generate sales. By reducing the portion that is 
deductible for tax purposes, both commissioned 
salespeople and small business owners have 
effectively been hit with a tax increase. A salesperson 
who has a base salary of $10,000 earns an extra 
$30,000 of commissions, and takes two or three 
potential clients per week out for lunch, is paying 
$350 or more in additional taxes per year. 


Ml RRSP and RRIF administration fees: 


In the 1996 budget, the tax deduction of the 
annual administration fees associated with RRSPs 
and RRIFs was eliminated. Now a Canadian family 
in which both spouses have self-directed RRSPs will 
pay an extra $55 to $99 per year (depending on the 
fees and tax brackets). 


i Age limit for RRSFs, RPPs and DPSPs: 


In the 1996 budget, the federal government 
lowered the age limit from 71 to 69 for maturity of 
RRSPs, RPPs and DPSPs. Individuals can no longer 
contribute to retirement plans after the end of the year 
in which they turn 69 and, by the end of the year, 


continued on the next page 
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they must either start receiving retirement income or 
roll the retirement savings into a RRIF. It is difficult 
to quantify the additional taxes an individual at the 
age of 70 and 71 will pay, but it is certain such an 
individual will pay more tax because he or she will 
not only be unable to make further RRSP deductions 
but also will be required to bring a portion of his or 
her retirement savings into income. 


Wi Elimination of age credit for certain taxpayers: 


Canadians aged 65 and over are entitled to an age 
tax credit, which reduced their tax bill by 
approximately $950 per year. In the 1994 budget, this 
credit was reduced for seniors who earned more than 
$25, 921 (it is entirely eliminated if they earned 
$49,134 or more).The government claimed only 
wealthy seniors will be affected. However, in certain 
years, this restriction on the use of the age credit will 
also affect less wealthy seniors - for example, those 
who withdraw a large RRSP or RRIF amount for a 
vacation or to assist children with the purchase of a 
home. 


Wi Phasing out of retiring allowance rollovers: 

Phasing out retiring allowance rollovers in the 
1995 budget might not mean much if you are 50, 
but a lot if you are only 20 or 30 years of age. 
Currently, if you had worked, say 30 years for one 
company and are retiring, and that company 
provided you with a reasonable retiring allowance 
or severance, you could “rollover” that amount to 
an RRSP and avoid paying significant tax which 
would otherwise arise in that year on the 
allowance/severance. A young person who is or 
who has just recently begun a career with a 
company will not be afforded this benefit when 
retiring. 


Life insurance estate planning: 


In late 1995, changes were made with respect to © 
the tax treatment of life insurance on the owners of 
small businesses. This means a tax planning 
benefit to reduce the taxes that arise upon the 
death of a small business owner is no longer 
available. The government will get more tax from 
a deceased taxpayer. 


BUSINESSES AND THE JOBS THEY PRODUCE WERE 
HIT WITH A MYRIAD OF NEW TAXES. 


3. Non-income tax increases: 


Some of the many non-income tax increases 
brought in by Ottawa include: 


Increase to gasoline tax: 

In the 1995 budget, gasoline taxes increased by 1.5 
cents per litre. For a typical two-car family, this 
amounts to at least $45 per year inadditional tax. 


i Increase in CPP premiums: 

Significant increases to CPP premiums are being 
brought in over a six year period. Beginning in 1997, 
a two income working family will have $68 less take 
home pay because of the increase. By 2003, they will 
have annually $1,380 less take home pay. Further, as 
the employer is also required to make equal CPP 
premiums on behalf of each employee, the small 
business owner is adversely affected. By the year 
2003, the small business owner who employs 10 
workers, will pay up to $6,900 more in CPP 
premiums. [CPP premium rates rose every year during 
the Liberal government’s term of office. However, the 
1994 to 1996 increases in CP? premiums were largely 
offset by slight reductions in Unemployment 


SENIORS HIT WITH THE ELIMINATION OF 
THE AGE CREDIT. 


| 


Insurance (UI) premiums introduced in the 1994 
budget. The new CPP premium increases are not 
matched by any reduction in UI premiums.] 


4. Other measures: 


Unfortunately, the above is not a complete 
summary of how, in the past four years, the Liberal 
government has increased the amount of taxes the 
average Canadian pays. Other measures introduced to 
extract more taxes from Canadians include: 

- legislation to strengthen Revenue Canada’s 
ability to “enforce the law,” including the hiring of 
more Revenue Canada auditors. 

- complex changes to tax rules regarding year 
ends used by proprietors and partnerships (and as a 
result getting more tax money up front from 
proprietors and partnerships). 

- legislation requiring individuals to disclose 
detailed information of all their ownership in foreign 
properties (including, for example, bank accounts in 
the United States). 

- numerous measures which negatively affect 
small businesses and the tax minimization 
opportunities surrounding small businesses and 
individuals. 


- amendments to the tax rules with respect to 


forgiveness of debt, the result of which is that where 


a cash-strapped debtor had debt forgiven by a 
creditor, the debtor may now be required to pay tax 
on the amount forgiven. 


Regardless of the level of political rhetoric, the 
bottom line after four years of Liberal government is 
that the average Canadian has paid, is paying, and will 
continue to pay much more tax. 

(1) Based on one spouse earning $35,000 of employment income and 
making $3,000 of RRSP deductions and the other earning $18,000 of 
employment income and making $1,000 of RRSP deductions; each 
spouse having self-directed RRSPs; both spouses sharing in $1,000 
of interest income and $1,000 of capital gains; and both having their 
own vehick. 


Gordon Denusik, CA, is a Senior Tax Manager with a large Canadian 
accounting firm in the Burnaby/New Westminster area, and can be 
contacted at 604-527-3617. 


THE TAXPAYER 


NnCrceascs 


Under Finance Minister 


A tax increase Can come 
in one of two ways. It can 
come as a direct tax 
increase, like the recently 
announced CPP 
contribution rate increase, 
or through a reduced tax 
deduction, which indirectly 
results in a tax increase. 


1994 tax increases 


Jan. 1 - Canada Pension Plan (CPP) contributions increased to 
5.10%, split evenly between employee and employer. Maximum 
contribution amount increased to $1,612 based on salaries over 
$31,000. While the increase was implemented by the previous 
government, the Liberals allowed it to go through. 


dan. 1 - Unemployment Insurance premiums increased from $3.00 to 
ie for for evay $100 in salary for employees and from $4.20 to 
4.30 for every $100 in salaries for employers. Effective Jan. 1, 1997, 
UI premiums rolled back to $3 for aor 00 in salaries for employees 
and from $4.30 to $4.20 for every $100 in salaries for employers. 


Feb. 22- Phasing out of age credit for Canadians over age 65. 
Three-year impact: $490 million. 


Feb. 22 - The air transportation flat tax of $10 imposed on flights _ 
originating in Canada reduced to $6. The maximum air transportation 
tax on domestic and transborder flights increased from $40 to $50. The 
tax on other international be also increased. Expected to generate 
revenues of $24 million in 1994-95 and $41 million in 1995-96. 


Feb. 22 - Tax deduction for business meals and entertainment reduced 
from 80% to 50%. Three-year impact: $740 million. 


Feb. 22 - Preferential rate for large corporations is eliminated. 
Three-year impact: $95 million. 


Feb. 22 - Changes to tax treatment of securities. Three-year impact: 
$180 million. 


Feb. 22 - Personal income tax increased due to bracket creep. While 
your salary may have increased to keep up with inflation, your personal 
income tax exemption has remained frozen at $6,456 since 1993 
resulting in you having less income. Estimated revenues $900 million. 


Feb. 22 - Tax treatment of insurance company revenues modified. 
Three-year impact: $120 million. 


Feb. 22 - Private Corporations Dividends taxis increased to 
33.5%. Three-year impact: $80 million. 


Feb, 22 - Energy conservation and pollution abatement equipment 
fe _of accelerated write-off is reduced. Three-year impact: $80 
million. 


Feb. 22 - The capital gains exemption on the first $100,000 profit due 
to the sale of capital is removed. Expected to increase tax revenues by 
$415 million in 1995-96 and $340 million in 1996-97. 


June 1 - Life insurance premiums paid by the ph oe are now 
considered to be part of the employee's salary and taxable. Prior to 
this, the first $25,000 was exempt. Three-year impact: $520 million. 


~ Federal revenues increased from $116 billion in 
1993-94 to $123.3 billion in 1994-95, 


1995 tax increases 


Jan. 1 - CPP contributions increased to 5.35%. Maximum contribution 
amount increased to $1,800 per year. 


Jan. 1 - The Special Investment Tax Credit and the Atlantic 


Paul Martin 


component of the Scientific Research and Experimental Development 
Tax Credit are eliminated and the Atlantic-Gaspe Investment Tax Credit 
rate is reduced from 15 % to 10%. Three-year impact: $270 million. 


Feb. 18 - The federal excise taxes on cigarettes sold in Quebec and 
pa ie ne ea by 60 cents per carton. Expected to raise $65 million 
in 95-96. 


Feb. 27 - Technical changes to the Scientific Research & Experimental 
Development tax incentives. Three-year impact: $30 million. 


Feb. 27 - The corporate business surtax increased from 3% of the 
es federal corporate income tax to 4%. Three-year impact: $350 
million. 


Feb. 27 - Ternporary capital tax currently imposed on banks and other 
large deposit big og mani was increased from budget delivery 
until October 31, 1996. Three-year impact: $100 million. 


Feb. 27 - The sate of the large corporations tax rose from .2% to .225% 
Pitre. in Canada in excess of $10 million. Three-year impact: 
million. 


Feb. 27 - Personal income tax exemption of $6,456 unchanged. 


Feb. 27 - Increased the air transportation tax to $55 for a flight 
griginaling in Canada and $27.50 forall other flights. Expected to raise 
$27 million in 995-96 and $33 million in 1996-97. 


Feb. 27, - The*ederal excise tax on leaded and unleaded gasoline and 
aviation gaSerrie was increased.1.5 cents a litre. Expected to raise 
$500 million a year 


April - Eliminated deferral of tax on business income. Individuals 

earning business or professional income are now required to report on 

2 on i year basis, instead of fiscal year end. Three-year impact: 
million. 


Feb. 27 - Reduction in the amount of deductions that can be used in 
the form of RRSP and pension plans. Three-year impact: $270 million. 


July 1 - A refundable tax e levied on the investment income received 

by a Canadian-controlled corporation. It reduced the present deferral 

advantage to individuals earning investment income through these 

bey corporations instead of earning such income directly. 
hree-year impact: $280 million. 


November - Canada Post Corporation increased its first class mailing 
rate from 43 cents to 45 cents. 


Federal revenues Increased by $7.3 billion, to $130.6 
billion in 1995-96, 


1996 tax increases 


Jan. 1 - CPP contributions increased to 5.6%. Maximum contribution 
amount increased to $1,786.4 


March 6 - The age limit for RRSP withdrawal and contribution is 
reduced to age 69 from age 71. Three-year impact: $100 million. 


March 6 - Overseas employment tax credit modified. Three-year 
impact: $30 million. 


March 6- Personal tax exemption remains at $6,456. 


March 6 - The temporary 12% surcharge on banks and other large 
deposit-taking institutions extended. 


March 6 - World-income of non-resident pensions is taxed. 
Three-year impact: $30 million. 


March 6 - Labour-sponsored venture capital corporation (LSVCC) 
special incentives reduced. Three-year impact: $145 million. 


March 6 - Business income taxis increased for oil and gas companies 
by making tax incentives for shareholders more difficult to obtain. 
Three-year impact: $55 million. 


Nov. - Increased excise tax on tobacco. Three-year impact: $235 
million. 


April - Notional input Tax Credit removed on GST resulting in higher 
“gee on many used items. Estimated that GST revenues will increase 
y hundreds of millions of dollars a year. 


- Total government revenues Increased by $5.2 billion to” 
$135.5 billion in 1996-97. 
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1997 tax increases 
Jan. 1 - CPP rate increased to 5.85%. 


Feb. 14 - CPP contributions increased to 6.00% effective Jan. 1. 
Maximum contribution amount increased to $1,938. 


Feb. 18 - Personal income tax exemption remains at $6,456. If it had 
been based on the rate of inflation it would have be $7,847. This means 
you are paying income tax on an extra $1,391 of income. 


April 1 - The GST and provincial sales taxes for Nova Scotia, New 
Brunswick and Newfoundland harmonized at a new combined rate of 
15% based on the GST model. The Nova Scotia government estimated 
that it will be collecting an additional $84 million because the 
provincial portion will be applied to a broader range of goods. 


1997 - A tax on blank cassette tapes is going through the approval 
process. If passed by the Senate, a hidden tax of about 70 to 80 cents 
will be implemented on each cassette. The taxis expected to raise 
$35 million in revenues. 


Federal revenues expected to hit $137.8 billion in 
1997-98, an increase of $2.3 billion over the previous 


year. Since 1993-94, government revenues have 
Increased by nearly 20% or $21.8 billion. 


1998 tax increase 


Jan. 1 - CPP rate increase to 6.4%. Maximum contribution increases 
to $2,156 for salaries exceeding $33,700, the new estimated salary cap. 


1999 tax increase 


dan. 1 - CPP rate increases to 7.0%. Maximum contribution increases 
to $2,387 for salaries exceeding $34,100, the new estimated salary cap. 


2000 tax increase 


dan. 1 - CPP rate increases to 7.8%. Maximum contribution increases 
to $2,691 for salaries exceeding $34,500, the new estimated salary cap. 


2001 tax increase 


dan. 1 - CPP rate increases to 8.6%. Maximum contribution increases 
to $3,001 for salaries exceeding $34,900, the new estimated salary cap. 


2002 tax increase 


Jan. 1 - CPP rate increases to 9.4%. Maximum contribution increases 
to $3,318 for salaries exceeding $35,300, the new estimated salary cap. 


2003 tax increase 

Jan. 1 - CPP rate increases to 9.9%. Maximum contribution increases 
to $3,534 for salaries exceeding $35,700, the new estimated salary 
cap. : 
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Ottawa may be winning the 
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war on the deficit...But 


ae” Minister Paul 


Martin can claim a limited 
amount of success in his war 
on the deficit, which has 
declined from $42 billion in 
1993-94 (the budget Martin 
inherited from the 
Conservatives) to just $17 
billion in 1996-97. 

From the sounds coming 
out of Ottawa, you would have 
thought that the federal govern- 
ment had cut spending to the 
bone. But like they say, the 
first casualty in any war is “the 
truth.” 

So how did Martin reduce 
the yearly deficit by nearly 
$25 billion? 

Overall federal spending 
was reduced by just over 2% 
or $3.5 billion, going from 
$158 billion to $154.5 billion. 
This means, unfortunately, that 
the remaining $21.5 billion dif- 
ference has been made up 
through increased revenues. 

And, to further minimize 
the significance of Martin’s ac- 
tions, a large portion of the 


cuts were a result of reduced 
transfers for health care and 
education, a tab often picked 
up by the provinces. 

The bottom line is that only 
14% of the deficit reduction 
can be directly attributed to re- 
duced government spending. 
The remaining 86% came 
from the pockets of taxpayers. 

There is even talk that the 
deficit this year could even be 
lower than $17 billion due to 
higher than expected revenues. 

And yet, despite the cuts 


some departments actually saw 


their spending go up. The De- 
partment of Fisheries’ budget 
increased by a whopping 71%, 
going from $775 million to 
$1.3 billion. Much of this was 
due to the transfer of the Coast 
Guard from the Department of 
Transport. 

The Finance Department 
also saw its funding go up by 
42%. Again much of this was 
due to restructuring as the 
transfer payments for Health 
were moved from this depart- 


One of the budget lottery winners was the National Art Gallery, where their 
funding increased by $4 million over the last three years, a 15% jump. This 
should give them a few dollars to buy such works of art as this urinal which it 
purchased for the equivalent of $13,000 and hung it in the gallery. 


ment to Finance. 

Other departments receiv- 
ing increases include the Treas- 
ury Board at 15.6%, 
Citizenship and Immigration 
4.3%, Justice 2.8% and the So- 
licitor General’s office 1%. 


The big cuts 

The remaining departments 
were faced with reduced spend- 
ing. But even here not every- 
thing was exactly as it looked. 
For example, between 1994-95 
and 1996-97 the Department 
of Indian Affairs saw its 
spending reduced by 16%. Yet 
as a whole, aboriginal spend- 
ing has actually increased over 
this period. Ottawa simply 
sluffed off some of this spend- 
ing to other departments. Even 
the Department of Defence 
provides $22 million in assis- 
tance to aboriginals. Between 
1992-93 and 1995-96, their 
funding increased from $5 bil- 
lion to $6.2 billion, a 24% in- 
crease. 

Yet, obviously some depart- 
ments must have been cut. 
Who were they? 


industry Canada 

Between 1994-95 and 1996- 
97, the Department of Industry 
saw its overall funding cut by 
13%. The Department’s re- 
gional development agencies 
were also hit. This ranged 
from a 20% cut at Western 
Economic Diversification to 
just a 5.5% cut at Atlantic Can- 
ada Opportunities Agency. 

A couple of agencies 
escaped the ax-man. Statistics 
Canada, saw its spending go 
up by 49%, from $283 million 
to $423 million. 


Canadian Heritage 
This Department, which 
provides funding for the arts. 
saw its spending cut by nearly 
15%. But even here some of 
its agencies had their funding 


go up. The funding for the 
Status of Women more than 
doubled, to $16.5 million from 
$7.9 million, the largest per- 
centage increase of any federal 
agency during this period. 

As well, the National Gal- 
lery of Canada’s funding in- 
creased by 15%. The Canadian 
Museum of Civilization, the 
Museum of Nature and the Na- 
tional Museum of Science and 
Technology saw their funding 
increase by 16%, 33% and 
28% respectively. 


Other cuts 


Other departments hit with 


cuts included Defence which 
went from $11.5 billion to 
$10.5 billion, a 9% reduction. 
Foreign Affairs had an overall 
decrease of 10.3%, going from 
$3.8 billion to $3.5 billion. 

Agriculture Canada was 
reduced from $2.07 billion to 
$1.99 billion in 1996-97. But. 
its big cut will come this year 
(97-98), when its spending 
will drop to $1.5 billion, a 
24.4% hit in one year. 


So, Martin’s war on the 
deficit goes on. Unfortunately, 
no one mentioned that 
taxpayers were to be the 
shells for his cannon.@ 


THE WINNERS & LOSERS 


The following Is a list of the top 10 agencies or departments 
which had the greatest Increase or cuts as percentage 

of thelr 1994/95 budget under Finance Minister Paul Martin. 

Source: Federal estimates. Comparison of spending between 1993-94 and 1996-97 1. Departmental spending does 

not refer to spending for the whole department including all its agencies but just spending designated as departmental. 
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THE ISSUE - CPP TAX HIKES by Mitch Gray 


the parties (we won’t say which 
one) is trying to avoid talking 


t’s that time again 
— election fever is in the air. 
Well, maybe not a fever. 
Actually, most voters seem to be 
exhibiting symptoms of 
political mononucleosis — 
they’re tired and worn out from 
listening to an endless barrage of 
political rhetoric, and can’t 
seem to generate enough energy 
to get interested in the issues. 
Maybe that’s because one of 


about anything substantial at all, 
and the other parties, either 
through a lack of resources or 
internal squabbling, are having a 
tough time getting their mes- 
sages out. But that doesn’t mean 
that there aren’t any issues in this 
campaign. 

Balancing the budget, reduc- 
ing the federal debt, and cutting 
taxes are at the top of the list for 
most Canadians. While these 


The Canada Pension Plan 


are of paramount importance 
there is another issue, almost 
completely ignored, that is even 
more pressing. You guessed it 
— the Canada Pension Plan tax 
hikes. 

Years of neglect, failure to 
predict aging trends, declining 
wages, skyrocketing disability 
pay-outs and a flawed “pay-as- 
you-go” system have brought 
the CPP to its knees. 

In order to rectify the prob- 
lem, the Liberal Party is cam- 
paigning on a platform to raise 
CPP taxes on individual workers 
by as much as $1,380 a year. 
They claim that the tax hike is 
necessary to ensure the long- 
term survival of the Plan. They 
also claim that there is no alter- 
native to the increase. 

The Progressive Conserva- 
tive Party (or is that the Jean 
Charest party?) agrees thatthe 
CPP should be maintained, but 


proposes to off-set the CPP rate 
hike with personal tax cuts. 
They would further invest CPP 
funds to be managed by an inde- 
pendent trust. 

The New Democrats would 
also retain the Plan, increasing 
disability and survivor benefits 
and lowering the premiums of 
the “poorest workers”, presum- 
ably, therefore, increasing taxes 
on the “wealthiest workers”, 
Who the NDP considers wealthy 
is not exactly clear. 


The Reform Party has taken a 
more radical position. They 
would scrap the CPP altogether 
in favour of “Super RRSPs” 
while ensuring those already 
vested in the Plan receive their 
benefits. Pension contributions 
would be mandatory but would 
be deposited into individual ac- 
counts (rather than the current 
pool of funds), that are privately 
managed, and fully funded. 


Since Quebec already has a 
pension plan independent of the 
CPP, the Bloc couldn’t care less 
what the rest of the country does 
with the current fiscal mess. 


On the issue of CPP “reform”, 
then, choosing a party appears to 
rest on your answers to two ques- 
tions. First, do you think you'll 
get a worthwhile return on your 
investment through a substantial 
CPP tax increase? And second, 
do you think the CPP is worth 
trying to save in the first place, 
or should another pension sys- 
tem replace it? 


These are significant ques- 
tions. They could have a dra- 
matic impact on your disposable 
income now or on your retire- 
ment income in the future. Vot- 
ers need to take a long hard look 
at the details of the CPP issue — 
their financial health depends on 
ita 


ARE DISABILITY PENSIONS DISABLING TAXPAYERS? 


with aMASSIVE CANADA PENSION PLAN TAX GRAB looming on the horizon - as high as $1,380 


a year for some taxpayers - many Canadians are left wondering why such a dramatic increase is needed. 


payments represent less than 20% of program rose from $841 million to $3 continued” disability is considered as 


by Dean Smith 


A recent report by Canada’s Auditor 
General, Denis Desautels, has reached 
some alarming conclusions. In his 
September release, he stated that well 
over half the future increases in CPP 
contributions will be a direct result of 
the plan’s disability payments. 

CPP currently pays a disability 
pension of up to $871 a month, plus 
$164 a month for each dependent child, 
to those that qualify. 


Despite the fact that disability 


the total payouts under CPP, according 
to the Auditor, these will be the driving 
force behind future increases. They will 
account for 61% of the rate hikes 
recommended by 1985 and 1993 
reports as being necessary to keep the 
plan solvent. 


Between 1986-87 and 1995-96, 
Desautels pointed out that the number 
of individuals receiving disability 
payments jumped by 93%, from 
155,000 individuals to 300,000. Along 
with this the total payouts under the 


billion a year (due partly to increased 
monthly benefits). But during this 
same period of time, Canada’s labour 
force only increased by 12%. 


In comparison, disability payments 
under the Quebec Pension Plan (QPP), 
which is that province’s version of the 
CPP, only increased by 2% over the 
same period. Under both plans, an 
individual is eligible for a pension if 
they have a disability defined as “long, 
continued, and of indefinite duration.” 
But, in the case of CPP, a “long, 


being at least one year, while QPP 
defines the phrase as leading to death or 
lasting indefinitely. 

Further, CPP has less stringent 
controls and has been swamped with 
disability claims. In Desautels’ 
sampling of CPP files, he found 
instances of people getting disability 
based solely on their own word. In one 
case, a person said he had been disabled 
since 1973, and while there was no 


continued on next page 
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medical evidence to support the claim, 
he was granted disability. With such 
easy access, Desautels stated, “The 
less rigorous the eligibility controls, the 
greater the tendency of the 
beneficiaries to consider benefits as a 
right acquired for life, regardless of any 
change in their situation.” 

One of its chronic weaknesses is that 
CPP personnel rarely check to see if 
people are still eligible to collect 
benefits. Over the past three years, the 
plan had only reassessed about 14,500 
of its 300,000 person caseload. 

Instances were cited where the plan 
didn’t reassess individuals, even in 
obvious cases, to see if they were still 
eligible for benefits. In one example, a 
person was given disability in 1991 and 
while it was recorded in the files that 
he would probably be able to work 
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within a year, CPP officials didn’t 
reassess the situation until 1995. When 
the case was finally reviewed, the 
doctor said he hadn’t seen the 
individual for over a year and that the 
person was capable of going back to 
work. At this point, CPP stopped its 
disability pension but made no effort to 
determine if he could have gone back 
to work earlier. 

In another case, a person returned to 
work while collecting disability. When 
the case was initially approved, CPP 
knew he could probably return to work 
within a year. However, CPP didn’t 
bother to reassess the file for four 
years, resulting in an overpayment of 
$23,800. CPP is making a feeble effort 
to get some of the money back, which 
includes writing off five months of the 
overpayment. A full year later, no 


arrangements had yet been made for 
repayment of the benefits. 

In another case, an individual started 
receiving disability payments in 


A Fraser Institute Conference: 


Right to Work Laws: 


The Global Evidence in Reducing 
Unemployment 


Friday, May 16, 1997 
Calgary, Alberta 


The Palliser Hotel 
9th Ave. & Ist. St. S.W. 


Cost: For walk up registration: $105 includes all 
sessions, lunch, coffee breaks and conference 
papers. $95 if registered before May 15, 1997. 


To register: Fax: 1-604-688-8539 or phone the 
24 hour automated registration system 
1-604-688-0221 ext. 1261. 
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September 1987 and by December of 
that same year he was back at work. In 
March 1993, through a check of 
Revenue Canada records, CPP found 
out he was actually working. But it 
wasn’t until the end of January 1995, 
that his disability payments were 
finally stopped. It took well over a 
year for the bureaucracy to notify the 
individual he had to pay the money 
back and by July of 1996 no 
arrangements had yet been made for 
repayment of the benefits. 


With disability payments 
potentially accounting for over 50% of 
the scheduled CPP increases, taxpayers 
may be so sickened by the level of 
incompetence in the Plan that they may 
just have to apply for a disability 
pension as well. @ 


HOW OTTAWA SLIPPED THROUGH A 
MASSIVE INCREASE IN THE GST 


OVER SIX YEARS AGO. 


January 1, 1991 to be exact - the GST was introduced, 
lighting a fuse of growing resentment towards high 


taxing and big-spending governments. 


The government of the day claimed the GST would 
be used to pay down the debt. Realistically, though, 
no debt can be paid down when the government is still 
spending more money than it brings in in revenues. 
This is unfortunate, because they could have reduced 


goods. 


So how did Ottawa respond to the news of 
declining GST revenues? They increased the 
GST, by reducing the amount of tax credits 
businesses could claim, driving up the cost of — 


In April of last year, Ottawa removed its 
notional input tax credit (NITC) 
available to businesses when they 
bought used goods for resale from 
private individuals. This includes 
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our national debt by nearly 15% with the $81.6 billion 
they collected in GST revenues between 1990-91 and 
1995-96. 

So how has this tax we all love to hate been doing? 
In 1995-96, Ottawa collected $37.9 billion in GST 
revenues but once it paid back all the refunds, it was 
only left with $16.4 billion. Not surprisingly, with 
over half the money being refunded, administration 
costs are over $250 million a year. 

In 1995-96, a strange thing happened. After three 
straight increases, GST revenues dropped from $16.8 
billion in 94-95 to $16.4 billion in 95-96. 

Why the decline? The culprit was the input tax 
credits which Ottawa refunds to businesses. These 
jumped substantially from $14.8 billion in 94-95 to 
$16.5 billion this past fiscal year. Businesses pay the 
GST on all goods they purchase and when these goods 
are re-sold at retail the GST is paid again. This means 
that the tax is being paid twice. So Ottawa credits 
back to the businesses the GST which was paid on 
items when they were initially purchased. An increase 
in tax credits indicates that businesses have stock on 
hand which they haven’t been able to sell. 

Unfortunately, drops in tax revenues set off 
flashing red lights in all government departments, 
particularly finance and revenue. This shouldn’t come 
as any surprise. Studies have shown that economic 
declines associated with tax increases don’t show up 
for three or four years and by that time people will no 
longer associate the declining economy with the tax. 


such things as cars, RVs and 
furniture. In the past, when 
businesses purchased 
second-hand items, Ottawa 
gave an input tax credit of 7% 
because the GST had already 
been paid on these items when 
they were purchased new. 
The NITC stopped 
consumers from paying a 

tax on a tax. Some 

provinces get around this 
problem by not charging 

their provincial sales taxes 

on used goods. 

On a second-hand car purchased for 
$10,000 from a private individual, Ottawa 
would give the car dealer a tax credit of $700, 
removing the old GST on the remaining value of 
the vehicle. When the car was later sold for $12,000 a 
GST of $840 was collected, leaving Ottawa with 
$140, based on the car’s mark-up of $2,000. Since 
businesses knew this credit was coming, their prices 
were adjusted accordingly. 


eg 


The removal of the NITC now means higher prices 
for these used goods. It is simply a back-door tax 
increase. The NITC also prevented the feds from 
collecting a tax on a tax on a tax, referred to as 
cascading. Now it’s possible for a used item to have 


its selling price determined more by the amount of 
GST that has been repeatedly paid on it, than by its 
actual value. Some have estimated that the removal of 
the NITC could increase Ottawa’s yearly GST 
revenues by hundreds of millions of dollars which 
would certainly go a long ways in getting those GST 
revenues back on track. 


So in answer to my first question, the GST is doing 
just fine. Consumers and taxpayers, however, are an 
entirely different question.m 


With a federal election looming on the horizon, many to taxpayers. 


individuals are unsure of the platforms of the various political We asked each of these parties to answer five questions. Each 
parties and where they stand on issues of particular concer to party was asked to limit their responses to 100 words or less for 
taxpayers. each question. The questions are listed below and the responses 

With this in mind, the Canadian Taxpayers Federation from each of the political parties appear on the next four pages. 
approached the four national parties, the Liberal Party, the The answers are unedited and are presented in the form they 
Reform Party, the New Democratic Party and the Progressive were given to us. The parties are listed according to their 
Conservative Party to find out their views on issues of concern numerical standing in the House of Commons. 


pas E— = 2 ae NS 
Recently announced changes to 
the Canada Pension Plan will 
increase CPP taxes by as much 
as $1380 a year for the average 
working Canadian. The CTF has 
proposed replacing the existing 
CPP with a Mandatory 
Retirement Savings Plan to 
avoid tax increases. What is 
your party’s solution to 
the CPP crisis? 


pas E— = 2 aap he 
A number of economists in 

Canada have recently called for 
broad-based tax cuts to 

stimulate economic growth. 

Does your party support or 

oppose tax cuts? 


pas E— =F 8a RS 
As part of its mandate, the CTF 
is constantly looking for areas 
of government waste to cut from 
the federal budget. Where would 
your party reduce government 
expenditures to achieve a 
balanced budget? 


ae as E— = FE ae 
The CTF has long been a 
proponent of federal legislation 

that would impose balanced 
budgets and provide for 
referendums on tax increases. 
Where does your party 

stand on taxpayer protection 
legislation? 


= 


pas =F & ap 
The MP pension plan was 
recently amended to address 
some of its many problems. But 
the plan is still twice as generous 
as anything available to ordinary 
Canadians and remains actuarially 
unsound. What would your party 
do to inject an element of fairness 
into the MP pension plan? 


THE LIBERAL PARTY 


One of Canada’s greatest achievements is its 
retirement income system. Once among the poorest 
members of our society, Canadian seniors now have 
access to a public pension plan and complementary 
benefits for those most in need. The Canada Pension 
Plan is a central pillar of this system. 

Following extensive consultations with Canadians, 
the federal government together with the provinces 
forged a plan to place the CPP on a more stable 
sustainable footing for the future. This plan is based on 
what Canadians told us. Safeguarding the national 
public savings plan that working Canadians now rely on 


2. Position on tax cuts 


The Liberal Party recognizes the importance of a fair 
and competitive tax system for Canadians. In the 1997 
Budget, the Liberal government introduced $2-billion 
worth of selective tax cuts for low-income families, for 
charitable giving, for those with disabilities, for students 
and workers pursuing higher education and for parents 
saving for their children’s future education. Although 
we have attained and, in fact, exceeded our targets for 


Jean Chretien, 
Leader of the Liberal 
Party 


When we took office, our country had one of the 
worst fiscal records of the advanced economies, and a 
$42-billion deficit. We have reduced the deficit to less 
than $19 billion this fiscal year, and expect to reduce it 
to $9 billion by 1998-99. Our four budgets have restored 
confidence in Canada. The key to our approach was 
careful, cautious planning, to ensure we met our 
ambitious but realistic targets. We knew that the 
adjustment to lower spending would be painful, and we 


The Liberal government has made substantial 
progress in reducing expenditures with two rounds of 
Program Review. The new Expenditure Management 
System ensures that any new initiatives must be 
financed by cutting spending on other, lower-priority 
areas, keeping the government’s feet to the fire. 


5. Position on the MPs’ 


We promised in the 1993 election to reform the MPs’ 
| pension plan to end “double-dipping” and to review the 
f question of the minimum age at which pensions will 
begin to be paid. Bill C-58, given royal assent in July 
1995, meets the Red Book commitment and goes even 
further. The new MPs’ pension plan will eliminate 
‘double-dipping” and impose a minimum age of 55 for 
receipt of pensions. And it reduces MPs’ pension by 20 
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Liberal 


1. Position on the Canada Pension Pian 


— one that shares risks as well as benefits — is the 
fairest, more secure way to build sustainability. To 
do this we are strengthening the financing of the 
plan, adopting more aggressive investment 
practices, reducing costs, and capping premiums at 
10 percent. 


The debate is not about contribution rates, 
which would have risen under any viable option. It 
is about values. We have chosen this approach 
because Canadians told us they want a pension 
plan that is secure and works for us all. 


deficit reduction, we believe that tax-cut options 
should be judged every bit as carefully as 
government spending decisions, to make sure that 
they are fair and effective. Broad-based tax cuts 
would be too costly at this time, but the time will 
come when we can afford them, and when they can 
be sustained. 


3. Position on Balanced Budget Legislation 


gave taxpayers, provinces and the economy time to 
adjust. This policy has resulted in the lowest 
interest rates in nearly 35 years, which would save 
a small business with a 10-year, $1,000,000 
business loan nearly $34,000 a year in interest. In 
the final analysis, what really matters is results - 
having the political will to set targets and stick to 
them - not legislation alone. 


4. Position on spending cuts 


Program spending will continue to fall for the next 
two years and by 1998-99, will be $16.5 billion 
lower than in 1993-94. Cuts in defence spending 
and business subsidies yielded a good portion of 
this saving. 


Pension Plan 


per year to 4 percent. The government went 
beyond the Red Book commitment by reducing the 
government's contribution to the pension plan by 
33 percent, or $3.3 million a year. As well, in 
keeping with the spirit of the new legislation, any 
former MPs or Senators who have been appointed 
to government positions have been required to 
forgo their parliamentary pensions while serving.@ 


H 
THE REFORM PARTY 


1. Position on the Canada Pension Plan 


Reform will ensure that all generations of their multi-billion dollar CPP investment fund. RRSPs 
Canadians enjoy pensions at least as generous as have averaged a 6.1% real rate over the past 30 years. 
those promised by CPP, at lower cost than the Therefore, we propose that pension savings be directed 
permanent 9.9% payroll tax proposed by the into mandatory RRSPs rather than into a 
Liberals. This can be achieved if money being set government-invested fund that is subject to 
aside for future pensions earns a better annual rate mismanagement and political manipulation. 


of return than the 3.8% that the Liberals project for 


2. Position on tax cuts 


The Reform Party’s position from day one has corresponding spending cuts. In addition, we will 
been that tax levels in Canada are far too high. A reduce employees’ EI premiums by 28%. In total, our 
Reform government will cut taxes for all Canadian tax cuts will return $15 billion to Canadian taxpayers, 
families by $2,000 by the year 2000. Tax cuts who have suffered under record high tax burdens for 
before the budget is balanced, given the precarious too long. But our tax cuts will be matched by 
federal debt position, are irresponsible unless spending cuts in order to prevent a deficit. 


Preston Manning, matched in the same year they are undertaken with 
Leader of the 


Reform Party 


3. Position on Balanced Budget Legislation 


a The Reform Party has always been committed to use all legal means available to assist Canadians in 
a balanced budget amendment and taxpayer resisting any further federal tax increases. A Reform 
protection legislation. Our Blue Book policy has government will ensure that Canadians are never again 
been consistent - a balanced budget law and support placed in such a precarious position. 


for the initiation of a National Tax Increase Alert to 


4. Position on spending cuts 


The Reform Party has outlined its spending Canada’s poorest provinces continue to receive full 
reduction proposals in the “Fresh Start” platform Equalization funding and all other provinces are given 
document. In short, we intend to reduce the a lengthy transition process), and Employment 
Department of Canadian Heritage (while Insurance (strengthen its effectiveness for those with 
maintaining full support for museums, libraries, long-term attachments to the labour force). The CBC 
amateur sports, parks), Indian Affairs and Northern TV and VIA Rail will be privatized and Canada Post 
Development, Transport, and Canadian will be radically commercialized to increase efficiency 
International Development Agency (while retaining and service. This will allow us to balance the budget 
the IRDC). Further, we will reform and make in 1999, and still leave a smaller, more focused 
sustainable the Equalization Program (ensuring that government to spend $94 billion a year. 


5. Position on the MPs’ Pension Plan 


The Reform Party opposes the current MP these conditions. It is disregard for taxpayers, rather 
Pension plan. We will end full indexation of the than any management or procedural problems which 
pensions and postpone eligibility for benefits until keeps Liberal, Tory and NDP MPs in this plan. 
age 60. In addition, the rate at which benefits 
accrue, currently 4% per year of service, would be In an effort to restore justice to the process, Reform 
dropped to 2% in conformity with the requirements would postpone eligibility for current recipients by the 
for a registered pension plan under the Income Tax amount of time in which the person has already been 
Act. These changes would bring the plan into line paid prior to age 60. Finally, in an effort to put MPs 
with private sector norms. Indeed, it must be into a similar situation to the people they represent, 
pointed out that the Federal Civil Service plan, Reform would subject the MP pension to a tax-back 
which is administered by the very same people who according to a formula identical to that of the Old Age 


run the MP Pension Plan, already meets most of Security. 


THE NEW DEMOCRATIC PARTY 


1. Position on the Canada Pension Plan 


After years of working for a living, Canadians should Canada’s NDP will defend a public pension plan to 
be able to look forward to secure retirement in relative ensure that all Canadians, not jut the wealthy, can look 
comfort and dignity. A strong CPP is essential. forward to retirement. We will: 

The Liberals have cut CPP benefits, greatly increased @ fight for a fair, long-term plan to build a stronger CPP 
CPP contributions and turned disability benefits over to ¢ fight for fair disability and survivor benefits 
private insurance companies. They are imposing the ¢ fight the higher premium increases being imposed on the 
worst benefit cuts and the biggest premium increases on poorest workers, many of whom are living below the poverty 
the poorest workers. level 

The Reform Party wants to eliminate the CPP entirely ¢ invest CPP funds to improve returns and promote economic 
and replace it with RRSPs. They would give additional development in Canada 
tax breaks to the wealthy, those who already have little fight for a national review of the Retirement Income System in 
worry about retirement income and leave others to fend Canada to address the increasingly serious inadequacy of 
for themselves. Canada's pension system. 


2. Position on tax cuts 


The people who need a break, some real tax relief, are ¢ phase out the GST in the context of comprehensive tax reform 
the hard-working men and women who have been trying 
to make ends meet as real wages keep falling. 

Yet, the Liberals, Conservatives and Reformers all 
endorse a harmonized GST - a massive regressive shift of 
$6 billion in taxes from corporations to families and year in office, 3,500 Canadians earning more than $100,000 a 
consumers. Canada’s NDP will work to phase out this year didn't pay a dime. Meanwhile, there are 81,462 profitable 
unfair tax. Our first steps would be to: firms paying no taxes. Under the Liberal government more than 


@ increase the GST tax credit for individuals by 30%, Canada's 
NDP believes that working families pay their fair share of taxes. 
That makes it all the more infuriating that some wealthy people 


Alexa McDonough, avoid taxes entirely. In 1994, the Liberal government's first full 


Leader of the New 
Democratic Party 


@ reverse the decision to harmonize the GST and PST in Atlantic $17 billion in corporate profits were untaxed in 1994. 
Canada . 

¢ stop negotiations for harmonization in other parts of Canada New Democrat’s believe that everyone should pay 

4 immediately remove the GST from books, magazines and their fair share. Reform of the tax system is urgently 
family essentials like children’s clothing needed to ease the burden on working families. 


3. Position on Balanced Budget Legislation 


Canada’s NDP believes that taxation is a legitimate more fair to ease the burden on working families. We 
way for government to raise revenues in a fair and would not, however, support legislation that binds the 
progressive tax system. However, we agree that working government to a referendum on all tax increases, 
people cannot sustain an increase in their taxes. especially when the proposal is so one-sided. Devastating 

New Democrats believe we must make job creation cuts to health and education could be made without any 
our number one priority. This would increase the tax base — such referendum. Grossly unfair tax loopholes could also 
and government revenues making tax increases be imposed without a referendum. 


unnecessary. We would also work to make the tax system 


4. Position on spending cuts 


Most Canadians agree we need to get Canada’s eliminate the duplication of having ten regulatory agencies by 
finances in shape. We have to reduce the deficit and the delegating responsibility to the federal government. 
debt. The issues are how to do it, how quickly to do it @ reduce debt service costs directly by maintaining lower interest 
and who should bear the cost. rates instead of raising rates to stifle economic growth and 
We must eliminate the deficit and begin to pay down keep unemployment high. 
the debt. It should not be done by cutting health, # pursue polices that put Canadians to work and better distribute 
education or jobs as the Liberals have done. The current economic opportunities to increase tax revenues to help 
government has already slashed 33% from health, eliminate the deficit by 2001/02 
education and social services, on its way to a planned ¢ increase the share of public debt held by the Bank of Canada 
40% cut by the end of the next fiscal year. by 2% per year over five years saving millions in interest 
Canada’s NDP proposes to: charges 
¢ control government costs by eliminating needless duplication # aim for debt reduction targets that make sense internationally, 
and complex arrangements. Many services could be better such as the European Economic Community’s 60% of GDP 
provided at the provincial level. In other areas, we can target for all public debt. 


5. Position on the MP ’s pension plan 

Canada’s NDP has long been in favour of an own pension benefits but rather that an independent 
independent review of MP pensions. It is our belief body review and administer pensions.@ 
that it is not appropriate for MPs to decide upon their 


Jean Charest, Leader of 
the Progressive 
Conservative Party 


THE PROGRESSIVE CONSERVATIVE PARTY 


1. Position on the Canada Pension Pian 


We reject the approach that the only way to deal with 
the challenge of protecting the future of Canada’s aging 
population is to eliminate the Canada Pension Plan. The 
CPP is a fundamental part of the Canadian social safety 
net. There are sound ways of returning the CPP to 
financial viability without asking you, as taxpayers, to 
put more of your pay cheque into the government's 
hands every year. This is the Liberal solution and we 
reject it too. 

A Jean Charest government will: 

# make CPP contribution rates adequate to ensure the Plan's 
long-term viability offset, however, by substantial reductions in 


2. Position on tax cuts 


Jean Charest’s Plan for Canada’s Next Century is 
centered on the fundamental principle that taxes kill jobs 
and the best way to create jobs in this country is to put 
more money in the hands of businesses so they can hire 
more people and in the hands of consumers so they can 
buy more goods and services. A Jean Charest 
government will: 

@ lower personal income tax rates by 10% beginning with our 
first budget; 

¢ reduce employment insurance payroll taxes by nearly $5 
billion, taking the rate from the current $2.90 per $100 of 

payroll down to $2.20 effective January of 1998. 


personal tax rates; 


¢ transfer all CPP funds to a separately managed Canada 
Pension Trust; structure the Trust to be completely 
independent of government and select the Trustees on a 
non-partisan basis. 


We will also strengthen the RRSP program by 
guaranteeing that the increased value of sheltered funds 
will never be taxed while they remain in RRSPs and 
immediately increase the foreign content of RRSPs from 
20% to 50%, going to no foreign restrictions by the year 
2001. 


Our plan calls for further tax reductions in our second 

term such as: : 

# reduce small business tax rates from 12% to 8%: 

¢ reduce corporate tax rates from 28% to 24%; 

¢ lower tax rates to provide through additional $12 billion in net 
personal tax reductions by 2005; 

¢ asimpler, fairer system of two tax rates, 15% and 25%; ending 
the 3% income surtax; 

# anincreased basic income tax credit from $6,459 to $10,000 
and maintaining the separate 5% high-income surtax to ensure 
that the benefits from these reforms go primarily to low and 
middle-income earners. 


3. Position on Balanced Budget Legislation 


It will take many years to climb back out of the debt 
hole that governments since the 1970s have dug for our 
country. To make sure that governments stay out of 
debt, Canadian taxpayers deserve a legal guarantee, 
enshrined in the law, against future deficits. 

A Jean Charest government will: 


@ make it the law that politicians have to balance the budget; 


¢ pass legislation that forces government to meet their budgets 
except in cases of wartime or economic crisis; 


¢ and pass legislation to cut the pay of the Prime Minister and 
Cabinet Ministers if they break the deficit ban. 


4. Position on spending cuts 


Spending less money is critical to returning the federal 
government to financial health. The federal budget must 
be balanced by setting priorities, spending smarter, 
cutting back on unnecessary spending and eliminating 
waste and duplication. The specific cuts and 
restructuring savings are outlined in the Appendix to our 
national electoral platform entitled “Let the Future Begin 
- Jean Charest’s Plan for Canada’s Next Century.” We 
are making tough decisions and setting priorities so that 
those government functions that Canadians value the 
most are not affected by our efforts to reduce government 
spending. 

In order to ensure that Canada enters the 21st Century 
with a balanced budget, competitive tax rates, adequate 
spending on key priorities like health care and education 
and the economic growth and job creation we need, it is 
imperative that we finally restructure Ottawa. 

Our huge public sector, with its high administrative 
cost of programs, continued duplication of provincial 


5. MPs’ Pension Plan 


services and high public service costs, cries out for 
restructuring. Just as the private sector was forced to do 
in the 1980s, our public sector must find these 
restructuring savings while at the same time improving 
products and services and cutting their cost. 

A fully modernized and ultra-efficient civil service is 
a fundamental component of our vision. Our objective is 
to ensure that those who choose to work in Canada’s 
public service are given the tools to deliver the highest 
value/lowest cost government services in the world. 


In order to meet our objectives, we need to reduce the 
program spending of government around 12%. We 
believe that through setting priorities, better management 
and more aggressive approaches to cutting government 
waste, this target is achievable. 


We are not making “across the board cuts.” To the 
contrary, we are setting priorities for spending and 
finding the savings in other non-priority areas. 


depcl 


| Progressive Conservative Party of Conada 
| Parti progressiste-conservateur de Canada 


By opening our government to more public scrutiny 
and by increasing the role of democratic decision-making 


Charest government will replace the current pension plan 
enjoyed by Members of Parliament and Senators with a 
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nyone who has 
worked through the bureaucratic jungle 
of any government department knows 
firsthand what a complicated, 
confusing, and complex task it can be. 


It should come as no surprise then to 
learn that Canada’s Auditor General 
found when dealing with Canada’s 
Infrastructure Works Program 
involving three levels of government 
means triple the chaos. 


The Infrastructure Works Program 
involves six federal departments, ten 
provincial governments, two territories, 
and more than a thousand local 
governments or local project sponsors. 
When considering that $6 billion was at 
risk, one would expect considerable 
care would have been taken. 


Unfortunately, the Prime Minister 
and provincial premiers were in such a 


THE TAXPAYER 


rush to push it through, that after a 
basic preparation period of about two 
months, the program became 
operational. The Auditor General’s 
office says that is about half the time 
necessary to put in place the complex 
agreements and administrative 
procedures necessary. 


As a result, the federal-provincial 
agreements don’t clearly identify roles 
and responsibility. So, while the federal 
government is responsible for the 
implementation of the program, and has 
accountability for it, it hasn’t always 
had the information available to meet 
that responsibility. 


If the confusion created at the entry 
level alone wasn’t enough, then add on 
the problems associated with definition. 
The Auditor identified three key 
problems in definition: the requirement 


and defence of the realm 


\ X ] ith its $10.5-billion budget, 
the Department of Defence 
has come under a lot of scrutiny as the 
government looks for ways to painlessly 
trim costs. Taxpayers footing the bill to 
wax a Major-General’s wife’s armpits 
would be a good place to start. 

Scott Taylor, publisher of Esprit de 
Corps magazine, made an Access to 
Information request to the Department 
of Defence asking for a breakdown of 
some of the expenses claimed by Major 
General D.R. Williams stationed in 
Washington, D.C. 

Probably the most questionable item 
would be the bill for $129 to have Ms. 
Williams’ armpits waxed. But 
unfortunately there was much more. The 
General and Mrs. Williams spent several 
thousand dollars entertaining. Between 
January 1995 and April 1996, $16,800 
was spent throwing parties. This 
included a bash for the Defence 
Attache’s Wives Association. There was 


also an unusual claim of $1.08 for food 
on a $1,018 dinner catered at their 
residence in January 1995. 

An additional $1,540 was spent on 
food for dining out. There was an 
interesting notation for $138.50 
expenditure in February 1995, for meals 
at a location noted only as Florida. 

Clothing was another item that 
showed up on the expense sheets above 
and beyond the regular clothing 
allowance already paid to the General. 
These included among other things $245 
for two pairs of shoes for the General. 

Keeping the official residence clean 
was also a costly job for taxpayers. In a 
six month period between August 1995 
and April 1996, they spent in total 
$10,563.32 on housekeeping. 

Incidentally, a Major General in the 
Canadian Armed Forces earns $118,686 
a year, which doesn’t include any health 
or other benefits the government pays 
while he is stationed out of the country. 


NOT 
Infrastructure program, Wor 
as well as planned .,. 


to improve existing infrastructure “to 
community standards,” to “enhance 
economic competitiveness,” and the 
meaning of the term “infrastructure.” 

Of the more than 200 cases examined 
by the Auditor, over half contained 
references to bringing the infrastructure 
up to community standards, yet in all the 
cases there were no specific community 
standards against which to assess the 
project. As a result, proposals were 
frequently approved based on vague 
general criteria. 


Similarly, projects to enhance the 
economic competitiveness of the 
community didn’t have established 
criteria in the agreements. So, while 
some projects such as improved 
roadways were approved, so too were 
projects that would develop local parks 
and make municipalities more 
attractive. 


Further, the broad definitive range 
of “infrastructure” resulted in private 
sector and quasi-private sector projects 
receiving government money. A ski 
resort and golf course, and a project to 
extend natural gas distribution 
networks were approved. In fact, $30 
million was approved for private-sector 
projects in the Auditor’s scope. 


As well, the way the program has 
been set up has meant that in order to 
get funding, some communities have 
actually displaced more necessary 
projects in order to capitalize on the 
“free” infrastructure money for new 
projects. For example, a community 
had reached an agreement with the 
provincial government to fund 40% of 
a $13-million secondary sewage 
treatment plant. This particular project 
wasn't eligible under the program 
because it had already been planned. 
As a result, the project was put on hold 
by the town and replaced by a 
lower-priority project that was eligible 
because it was new. 


It would seem, judging by the 
Auditor’s Report, as a first step, that 
politicians playing benefactors to 
Canadians while throwing our tax 
dollars about should spend a little more 
time putting in place a solid 
“infrastructure” on which to build their 
own program on.@ 


J. Schmit 
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ate last 
month the provincial government 
introduced a new 15 percent sur- 
charge on motor vehicle fines to 
finance a new “Neurotrauma 
Fund.” 

“Each year nearly 5,000 Brit- 
ish Columbians sustain neuro- 
trauma in the form of spinal cord 
or traumatic brain injuries. The 
costs to our province and commu- 
nity represent great hardship,” 
said Premier Clark. “[The Fund 
is dedicated] to new research and 
prevention programs ... and is an 
important health-care issue.” 

Fund advocate Rick Hansen 
added in support: “Individuals 
will be directly accountable ... 
and make a contribution to the 
huge costs that result from reck- 
less driving.” 

This is the latest example in a 
trend being adopted by politi- 
cians across the country: first, 
link any new revenue measure to 


motor vehicle fines will generate 
$10 million. 

But neurotrauma victims will 
see less than a quarter of it. 

According to the government’s 
news release “up to $2 million an- 
nually” will go into the fund, 
which means the government will 
pocket a cool $8 million. 

The same story holds true for 
B.C.’s anglers. The government 
plans to raise $3.2 million in in- 
creased license revenues with only 
half of it going to preserve fish 
habitat. 

A few things are certain. Any 
criticism of the motor vehicle fines 
surcharge will be portrayed by the 
government as a personal attack on 
Rick Hansen and neurotrauma vic- 
tims. And anyone questioning the 
angling license increase will be la- 
belled as a callous exploiter of 
natural resources. 

But if you look past the thin 
veils of virtue, the government 


a specific cause that is immune 

from criticism; second, never call 

the revenue measure a tax; and third, express out- 
rage and indignation if anyone dares to suggest 
it’s a tax. 


onsider Attorney General Ujjal 

Dosanjh’s response earlier this year to a 133% in- 
crease in probate fees: “They are not taxes.” Pro- 
bate “fees” are charged by the courts to confirm a 
deceased person’s will. But, since they are based 
on the value of an estate 
rather than the actual cost 
of confirming the will, 
critics called the move a 
wealth tax in disguise. 


saying: “B.C. anglers have told us they are willing 
to pay more to support conservation efforts.” 
Another recent example is a 2.2 cent per litre 
tax increase on propane motor fuel which was 
sold by the government as the elimination of a spe- 
cial tax exemption granted to the industry. 
Governments have become increasingly cun- 
ning in how they pick our pockets. And it’s time 
the whistle was blown. 


Take the neurotrauma surcharge as an example. 
A 15% surcharge on the $66 million collected in 


“Other” Revenue Measures Announced in the 1997 
B.C. Budget - Changes to fees and licences include: 


Mr. Dosanjh labelled the 
charge as “offensive.” 

Or how about the 40% 
increase in freshwater 
fishing license fees to 
raise $1.6 million for 
habitat conservation and 
tougher enforcement? En- 
vironment Minister Cathy 
McGregor was quoted as 


<ncreasing a number of con- 
sumer service fees including 
motor dealer and travel 


agent registration fees; 
< Increasing probate fees; 
<introducing a 15% sur- 
charge on all provincial 
fines to help fund spinal 
cord injury programs and 
services for victims of crime; 


<increasing fees to supply 
copies of survey plans; 

Increasing ambulance serv- 
ice fees; 

Increasing safety inspection 
fees for elevators, electrical 
and gas installations and 
boiler and pressure vessels; 

< increasing fees for motor ve- 
hicle temporary operating 


permits and interim vehicle 


licences; 


& Introducing fees for use of 
highway right-of-ways by 
wireless communications 
companies; and 
Introducing fees for promo- 
tional road signs on highway 
right-of-ways. i 


has, in recent weeks, raised taxes 
by $30 million. 


nd it’s clear in the 1997 budget that 
the squeeze on taxpayers will continue. The NDP 
hopes to raise an extra $58 million in fees and li- 
cences, $63 million in “miscellaneous” charges, 
and a whopping $253-million jump in contribu- 
tions from Crown corporations. Government cof- 
fers aren’t growing fat just from charging you 
more to go fishing. When you 
look at your Hydro bill each 
month you may not think about 
taxes. But think again. Since 
the NDP’s first budget in 1992, 
the take from government enter- 
prises has doubled to $1.4 bil- 
lion. “Fees for government 
services” or taxation by stealth? 


Politicians claim they’ve 
quit imposing new taxes. 
Guess again. If you feel like 
you are being twisted and 
squeezed by Messrs, Petter and 
Clark — it’s because you are.@ 
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The $3-million loophole 


/ \ loophole in the rules 


governing the old MLA pension 
plan could see a $3.1-million 
windfall for 10 members of the 
B.C. Legislature. 

Recently an all-party legisla- 
tive committee accepted the rec- 
ommendations of a Citizens’ 
Panel to increase the salaries for 
MLAs and eliminate many hid- 
den perks and benefits. They also 
recommended establishing a new 


group RRSP where taxpayers 
contribute $1 for every $1 con- 
tributed by MLAs. However, the 
Panel did not offer any advice on 
the transition from the old to the 
new pension arrangements. This 
is where problems arise. 

Under the old plan, pension 
benefits are based on a formula 
that uses an MLA’s highest aver- 
age “legislative allowance” over 
a four-year time period. This in- 


ESTIMATED MLA PENSION BENEFITS UP TO 
MAY 2 ay 


ee = 


rts First Total 
se Estimated 
ren en 75 | Benefits to 

75 


i 


l 


| 
| 
| 


Boone, Hon. Lois a $898,686 . 
a —e. $1,246,608 
| beneftnrase one rea 
| Cashore, Hon. John 65 9.6 | 65 | s25.475 | 46206 | $406,677 
with new salary: pea $46,842 | $61,118 $536,991 
benefit increase: z $11,367 $14,832 $130,314 | 
| Clark, Hon. Glen 2 | 96 s1__| sosae7_| sztste | $1,252664 | 
| _ with new salary: 4 $48,210 | $95,147 | $1,659,700 | 
| benefit increase: a4 ‘ $11,823 | $23,335 | $407,036 | 
Janssen, Gerard 54 7 54 _| $20,707 | $37,999 | $593,797 
__with new salary: ee $29,588 | $53,438 $848,466 
benefit increase: heer _| $8,881 $16,039 | $254,669 _ 
| Lowek, Hon. Dale =| 56 a6 5 __| 29370 | $5000 | $737,673 | 
| with new salary: $4007 | $69,965 | $1,032,228 | 
benefitincrease; | $11,727 | $19,965 $204,555 | 
| miner, Hon, [oe 55 | $35,475 | $62,205 | $953,217 | 
|___with fenchibie. % $46,842 | $82,138 | $1,258,662 | 
|__benefitinrease: | | | | _ $it367_| $19933 | $205,445 | 
| Pullinger, Jan $2 ge | 52 | $26508 | $60,786 | $060,152 __ 
with new salary: = $37,872 | $72,567 | $1,229,056 
| benefit increase: $11,367, | $21,761_| $368,904 | 
|Sihota,Moe = | 45 | 51 $33.013 | $65,154 | $1,196526 | 
with new salary: # feats $43,027 | $84917 | $1,481,264 | 
| benefit increase: __ Ea $10,014 | $19,763 | $344,738 | 
| Smallwood, Hon. Joan ee eC $95,475 | $72,113 | $1,293,379 | 
with new salary: Pe $46,842 $95,220 | $1,707,825 
| __benefit increase: —- ££ $11,367 | $23,107 | $414446 | 
| Welsgerber, Jack S: 59 | $36,918 | $57516 | $744,144 
|__ with new salary: $48,205 | $75226 | $973,275 
| _benefitincrease: | : _ $11,367 | $17,710 | $229,131 
| Average: 531 | 94 546 | $31,875 | $6802 | $887,692 
| New Salary Average: : $4940 | $76563_ | $1,197,326 | 
Average Increase: $11,065 | $19,761 | $309,636 
Tota: $318,752 | $568,019 | $6,976,916 
| New Salary Tota: $423,401 | $765631 | $11,973,276 
| Average Increase: $110,649 | $197,612 | $3,096,360 


cluded an MLA’s tax-free ex- 
pense allowance, annual indem- 
nity, and capital city allowance 
for an average total of $55,218. 
Other salaries for cabinet minis- 
ters, etc., are added separately to 
this calculation. 

And here’s the catch. 

Under the old plan, pensions 
are calculated on the legislative 
allowance and additional salaries 
being paid at the time a member 
retires. The recent MLA salary 
and capital city allowance in- 
crease will boost the “legislative 
allowance” to $78,900 — an in- 
crease of 43%. Without closing 
this loophole, pension benefits 
will be based on the new higher 
amount rather than on the legisla- 
tive allowance that applied be- 
fore the plan was abolished. 

Assuming a provincial elec- 
tion in May, 2000, MLAs Boone, 
Cashore, Clark, Janssen, Lovick, 
Miller, Pullinger, Sihota, Small- 
wood and Weisgerber would 
have been eligible for average 
first-year benefits of $31,875 and 
estimated lifetime benefits of 
$887,692 under the old salary 
levels. However, the new pay 
hikes will boost their pension 
benefits by 35%, increasing aver- 
age first-year benefits to $42,940 
and estimated lifetime benefits to 
$1.2 million. Total estimated life- 
time payouts for these ten MLAs 
would go from $8.9 million to 
$12 million, a $3.1-million in- 
crease. Further, these same ten 
MLAs can receive additional 
benefits by joining the new 
group RRSP. 

The CTF supports the recent 
changes to MLA compensation. 
Although the increases were gen- 
erous, they eliminated a lot of 
tricks that masked true levels of 
compensation. But they should 
not apply to the pension calcula- 
tion for the 10 MLAs currently 
eligible to collect under the old 
pension rules. The government 
should introduce legislation to 
close this loophole! ™ 


Gag this law 


The Fisheries Survival 
Coalition and private citi- 
zen Gary Nixon have re- 
ceived fines of $220,000 
and $13,000 respectively 
for violating the NDP’s 


A rather dull knife 


Since becoming Pre- 
mier in February 1996, 
Glen Clark and his gov- 
ernment have announced 
the elimination of 5,500 
positions in B.C.’s civil 
service. Guess what? A 
recent cabinet order 
authorized an increase of 
1,400 extra full-time po- 


notorious “Gag Law” 
which limits citizens and 
citizen groups to spend- 
ing no more than $5,000 
in advertising during 
election campaigns. 


sitions for the 1996-97 
fiscal year — 462 more 
than the previous year. 


The cabinet also 
authorized an extra $100 
million to offset overruns 
in three ministries. So 
much for the $750-mil- 
lion spending cut ... 


A victory for taxpayers 


With the notable ex- 
ception of the accompa- 
nying story on this page, 
the all-party Legislative 
Assembly Management 
Committee should be 
commended for accept- 
ing the recommendations 
of a citizens’ panel that 
reviewed MLA compen- 
sation. Severance allow- 
ances were reduced: 
pensions were moved to 
a self-funding, dollar-for- 


dollar group RRSP; free- 
bie passes for B.C. Fer- 
ries and the Coquihalla 
Highway were cancelled: 
committee allowances 
were abolished; and tax- 
free expense allowances 
that enabled MLAs to ex- 
empt a third of their sal- 
ary from federal and 
provincial income taxes 
were eliminated. Trans- 
parency replaced chican- 
ery. 


One step closer to the truth 


The accusation that 
Glen Clark and the NDP 
knowingly lied to voters 
about the state of the 
province's finances dur- 
ing the May 1996 elec- 
tion is one step closer to 
a court of law. Chief Jus- 
tice Bryan Williams dis- 
missed the NDP’s claim 
that the case brought for- 


Credit watch 
The issue of the 
NDP’s fiscal credibility 
has caught the attention 
of major bond rating 
agencies. Both Moody’s 
Investor Services and Do- 
minion Bond Rating 
Service have recently put 
B.C.’s credit rating under 
review for a possible 
downgrade. This follows 
on the heels of the Cana- 


ward by Kelowna printer 
David Stockell should be 
dismissed on the grounds 
it was “frivolous.” Senior 
officials will now have to 
testify under oath as to 
who authorized $800 mil- 
lion in inflated revenue 
projections for the 1996 
budget on the eve of a 
provincial election. 


dian Bond Rating Serv- 
ice’s decision last No- 
vember to downgrade 
B.C.’s long-term rating 
outlook to negative from 
stable. The reason: 
growing disbelief the 
government will achieve 
any of its fiscal targets. 
Hmm ... wonder where 
they would get an idea 
like that? 


LBERTA 


1. What should be done with the Alberta 
Treasury Branches? 


C) a) Keep as are, with management changes undertaken 
to date. 


(J b) Privatize through general share offering. 
(J c) Privatize through share offering giving Albertans 
priority rights to buy. 


LJ d) Keep, but change corporate structure more so as to 
be directly accountable to Albertans and to compensate 
Albertans annually for loan and deposit risk (diminishing 
ATB’s “unfair” advantage vis-a-vis private sector). 


1995 - 96 Lottery Fund Revenues 


& Expenditures 
($ thousands, from 1995 - 96 Public Accounts) 


CFEP 


Aghia Ss cs it 21,891 
Sportrecreation/conservation* . . . 14,890 
High technology medical equipment 7,266 
Wild Rose Foundation. ....... 6,600 


Increase ta Lottery Fandegaity............. 52,108 

1. Indudes $427 million net from VLTs, $130 million net from 
ficket lotteries; 1995-96 administrative expenses ($24 
million) have been deducted from revenue. 2. Foundation for 
the Arts, Edmonton Concert Hall Found. (one-ime grant), 
Historical Resources Found., Multiculturalism Fund. 3. 
Societies & Organizations, Calgary Exhibition & Stampede, 
Edmonton Northlands, Other. 4. Sports, Recreation, Parks 
& Wildlife Found., Other. 5. Services for problem gamblers, 
Science Alberta Found, Calgary Handi-Bus Assoc., 
Environmental Research Trust 


Backgrounder on sprint 


2. What should be 


C) a) Keep as are, in bars, lounges, hotels, etc. 
(J b) Privatize by general sale. 


(J c) Privatize by selling to partnerships of non-profit groups 
and bar/hotel owners currently sharing in profits first, 


then by general sale. 


(J d) Keep, but limit to casinos. 
() e) Ban from the province. 


3. Do you favour a 


SPRING 1997 CTF - ALBERTA SURVEY 


Please complete the following survey and return to CTF - AB by fax (403 - 482 - 1744). by mail (Suite 410, 9707 - 110 St., Edmonton, AB, TSK 2L9) or by e-mail i 
(taxpayer@supernet.ab.ca). In order to formulate and advocate a public policy position on these issues, CTF - AB needs your feedback. 


plebiscite on VLTs? YES L) 


done with VLTs? 


YES 


E 
5S. Are you in favour of direct school ¥ 
funding? § 


noo i 


4. Reducing the number of MLAs from 
83 to 65 would save approximately $3 
million per year. Should it be done? q 


NO () 


YEs No L) 


6. Are you in favour of citizen 


initiatives and referendums? 


province-wide YEs 


# 
No L) ¥ 
a 


1997 CTF - Alberta Survey 


QUESTION #1 
ALBERTA TREASURY BRANCHES 


A recent study by finance professor Glen 
Mumey of the University of Alberta esti- 
mates that Albertans have subsidized the 
Alberta Treasury Branches (ATB) to the 
tune of $30 million annually between 1981 
and 1995 - a total of $450 million. Mumey 
bases this on the fact that as shareholders, 
taxpayers have not been paid adequately for 
the risk assumed by guaranteeing ATB’s 
loans ($20 million) and deposits ($10 mil- 
lion). Other banks must earn a rate of return 
for their shareholders and are also required 
to pay the Canada Deposit Insurance Cor- 
poration annual premiums for deposit insur- 
ance. The lack of these payments by ATB is 
the equivalent of a government subsidy, 
giving it an unfair advantage over its com- 
petitors. 

ATB was started in 1938, in part, to 


provide banking services to rural and small 


businesses in Alberta, since Eastern-based 
banks were failing to do so. The initial in- 
vestment was $200,000, and no further tax 
money has been directly spent on ATB. 
However, ATB has never paid the govern- 
ment any dividends, and has only recently 
started to make money (since 1990). 

Given its poor financial picture, a discus- 
sion on the future of ATB was initiated. In 
1993, the government decided to keep ATB, 
but altered its corporate structure to provide 
more autonomy from political interference, 
more accountability, and a more business- 
like approach. Previously, the ATB Super- 
intendent answered directly to the 
Provincial Treasurer. Now, the newly- 
named CEO answers to an “independent” 
Board, which sets a business plan, manages 


_and operates ATB, The government’s role 


is limited to identifying ATB’s overall man- 
date and measuring performance and goal 
achievement. 

As well, ATB’s competitive advantage 
over other financial institutions has been 
brought up in various studies. Almost all 
recommended that this situation be cor- 
rected. The rationale of ensuring banking 
services for rural areas is refuted by 
Mumey’s research. Mumey examined 159 
locations to see if ATB was in fact the sole 
provider. He found that 88 had repre- 
sentation from both ATB and another insti- 
tution, 57 had only private sector presence, 
and only 14, with a population of 12,797 or 
0.5% of Alberta, were served by only ATB. 


QUESTIONS #2 8 #8 
VIDEO LOTTERY TERMINALS 


VLTs have become a controversial issue 
in Alberta. On one side is the group favour- 
ing the status quo. This includes the bar 
and hotel owners, some of whom have in- 
vested substantially in renovations and who 
claim their businesses have become reliant 
on the machines to attract customers and 
revenues. They are joined by others who 
argue that people should be free to make 
their own choices. 

On the other side are the anti-gambling 
advocates, addicts and people who are 
ashamed that programs like health care and 
education are being financed through the 
weaknesses of others. They are loudly de- 
manding VLT banishment or site limita- 
tions (to casinos). 

Stuck in the middle of this debate are 
those who receive financial support from 
VLT revenues. This group includes the gov- 


, . continued on next page 


ernment (the major benefactor), 
Albertans, non-profit and com- 
munity groups and municipali- 
ties (see chart). 

There are about 5,600 VLTs 
in Alberta which provide the 
bulk of Lottery Fund revenues. 
Plans are in the works to pro- 
vide more structure and commu- 
nity control over the distribution 
of funds, thus making the sys- 
tem more accountable. 


In the current debate, the op- 
tions being discussed are to ban 
VLTs altogether, restrict their 
location to casinos, or keep the 
status quo. Plebiscites are being 


held to determine local prefer- 
ences. Others believe a provin- 
cial vote should be held. 


It seems no one is consider- 
ing a fourth option - privatiza- 
tion. VLTs could be sold to hotel 
and lounge owners in partner- 
ship with the communities and 
non-profit groups which benefit 
from some of the revenues. The 
government could tax them as 
businesses, recouping some lost 
revenues, and terminate or re-al- 
locate the grants it hands out, 
cutting some spending. The new 
owners would then be directly 
and morally responsible for the 


by James Forrest 


hat should 
the re- 
elected 
Tory Goy- 
ernment of Alberta do over the 
next four years? The 1993 elec- 
tion focused on correcting our 
abysmal financial _ position. 
And, whether one agrees with 
the specific actions undertaken, 
the Tories fulfilled their prom- 
ise. So, what’s next? 


Over the next four-year 
term, the Taxpayers Federation 
would like to see the following 
form part of the agenda: 


Democratic reform 


It’s time to give taxpayers 
better tools to keep government 
accountable between elections. 
Citizen initiatives and referen- 
dums should be introduced, pro- 
viding Albertans a mechanism 
to introduce, amend or repeal 
legislation. This would make 
our political system more re- 
sponsive, motivate greater par- 


ticipation among citizens, and 
improve the credibility of gov- 
ernment. 


Work is also required on 
freedom-of-information legisla- 
tion to ensure that citizens can 
access information readily. 


Finally, Alberta’s balanced 
budget and debt retirement leg- 
islation should be updated, 
strengthened, and combined 
with taxpayer protection provi- 
sions, requiring voter approval 
of any introduction or increases 
to taxes or fees (Alberta’s Tax- 
payer Protection Act only ap- 
plies to a sales tax). The Premier 
has promised to expand the cur- 
rent Act to include personal in- 
come and business taxes, a 
positive sign that he recognizes 
the work of making government 
more accountable is far from ac- 
complished. 


The role of government 
The programs, projects and 


areas, that government ‘ spends~ 


operation of VLTs within their 
communities. 


QUESTION #5 


DIRECT SCHOOL FUNDING 


Many Albertans argue that 
tax dollars for education should 
follow the students to the school 
they attend, regardless of 
whether it’s public or inde- 
pendent. Currently, public 
schools receive a higher instruc- 
tional grant per student ($3686) 
than do private schools ($1815). 
Called a “voucher” system, or 
“direct school funding,” propo- 


FOR ALBERTA? 


nents contend that it would in- 
troduce more competition, and 
thus improve the current sys- 
tem by giving parent “consum- 
ers” more choice. They also 
suggest that it would give par- 
ents more control over their 
schools and focus funding on 
students rather than administra- 
tion. Finally, they argue that di- 
rect school funding, if properly 
structured, could take place 
within the “public education” 
system by prohibiting tuition 
fees or restricting access. 


Opponents state that such a 
system would destroy the public 


school system, would not pro- 
vide more choices to the major- 
ity of families, and would tilt the 
playing field in favour of urban 
parents and those with higher 
incomes (again, this depends on 
the structure used). They also 
point out that recent changes to 
our public system (school-based 
management and funding, pa- 
rental input through School 
Councils, reduced administra- 
tion through fewer boards, 
spending caps, and charter 
schools) incorporate many of 
the benefits cited in favour of 
direct school funding. @ 


resources on must always be 
scrutinized. Taxpayers’ dollars 
should be directed to core pro- 
grams supported by all Alber- 
tans. If the majority doesn’t 
approve ofan expenditure, thenit 
should be examined. In short, the 
government must maintain its 
quest to prioritize its spending. 


Program evaluation 


The evaluation of programs, 
especially health care and edu- 
cation, must be ongoing. Tax- 
payers want to know if they’re 
getting a good bang for their 
buck. Can we save tax dollars by 
contracting out specific tasks? 
Do we need 83 MLAs? Is spend- 
ing on administration as low as 
it could be? 


Incentives should be initiated 
in the public sector to encourage 
and reward innovation, cost sav- 
ing, and effective, quality deliv- 
ery. Measurement systems and 
targets are in their infancy. They 


must bé ‘refined’ and’ -incorpo-+" 


rated into and throughout the 
“culture” of the public service. 


Tax reform & reduction 


There’s no question taxation 
affects economic performance. 
Issues such as property taxes, 
VLT revenues, and what sys- 
tems work best should be ad- 
dressed. Selective tax breaks 
should be avoided and simplifi- 
cation and fairness favoured. 


Reinvestment 


Where should the savings 
achieved through debt repay- 
ment and lower interest costs 
be reinvested: debt reduction, 
tax cuts, or targeted spending? 
In light of the almost exclusive 
“reinvestment” on spending to 
date, the first two must be given 
greater consideration. Using 
surpluses to pay down debt, re- 
quired by law, has already pro- 
duced rewards in the form of 
lower interest costs, and Alber- 
tans have clearly expressed that 
the-bills we've deft to our kids 


should be lightened as soon as 
possible. 


Tax competitiveness, with 
our largest trading partner, (the 
US) has yet to be achieved. 
Other Canadian provinces, nota- 
bly Ontario, are now threatening 
Alberta’s advantage. Any new 
spending must be measured 
against the benefits of the debt 
or tax reduction it displaces. 


Finally, Premier Klein’s gov- 
ernment must maintain the 
budgeting process set up by ex- 
Treasurer Jim Dinning. They 
must not ignore or ease up on. 
debt reduction. Three years and 
$4 billion in surpluses do not 
match the nine years and $19.5 
billion in deficits racked up be- 
tween 1986 and 1994. Curreni 
falling oil prices also commend 
prudent revenue forecasting and 
commitment to annual debt re- 
duction. Surpluses only measure 
one year’s fortunate perform- 
ance. Alberta can rapidly face 
nrisfortune. MP : ‘ 


| by Moira Wright | Moira Wright 


t isn’t often that politicians 
surprise us, but this year’s provincial 
budget certainly brought unexpected 
relief for taxpayers. 

The 1997 budget indicates that our 
politicians are finally getting the 
message. The 2% reduction in the 
PST was an important move in the 
right direction. 

For the first time, this government 
has acknowledged that the massive 
tax burden Saskatchewan families 


a positive step 
forward 


have been paying for the past five 
years is not fair or sustainable. 

This is also the first time this 
government has admitted that their 
high tax regime is killing jobs. What 
has been so painfully obvious to 
taxpayers for years is finally getting 
through to government. 

However, we must not forget that 
the province is taking in about $1 
billion more per year in taxation 
revenues and another $700 million in 
additional Crown revenues than just 
five years ago, according to the 
Report of the Provincial Auditor. The 
PST cut puts about $180 million back 
into taxpayers’ pockets, meaning that 


10.6% of the tax increase we’ve had 
to accept over the past five years. 

To deliver fairness to 
Saskatchewan families, and to 
successfully compete on the job 
creation front, we must work toward 
further tax relief. 


Even the government’s own 
budget figures show that a family of 
four in Saskatchewan still pays the 
highest taxes west of the Maritimes. 
The provincial tax burden is 30% 
higher than what is paid by Alberta 
families (even after including health 
premiums). 

The biggest culprit is the income 
tax bill, which is $1,066 higher in 
Saskatchewan than Alberta. Our 


government relies on income surtaxes 
and flat taxes for a good chunk of its 
personal income tax revenue. 

We must insist on a medium term 
commitment to tax relief to take some 
of the politics out of this crucial issue. 
This kind of commitment would force 
accountability from all future 
politicians. 

The Taxpayers Federation has 
called for a three-year commitment to 
reduce the PST to 5%, and for the 
complete elimination of the so-called 
“temporary” 10% income surtax. 

The 1997 tax relief may have been 
slow in coming and certainly is 
welcome, but we’ve only just got the 
car out of the driveway. = 


politicians are relieving only about 
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A comparison of the Saskatchewan 


government’s revenues and expenditures 
between 1992 and 1996 


| Taxes oe compel nnieaan Yaar & es | Resource Federal 
os ee © P| Transfers 
im ool pera) ene [gd r| MA cr 
| Federal Government Transfers | 1,706 | 1,046 Wesess: $1,706 


| NawalResouves =| 3a7_| coz | million 


billion 


|__ Liquor and Gaming 
| Telecommunications (SaskTel). 
| Other 

i Subiol ~ ~— ke 
| Total Revenue & Expenses 
| Annual Surplus (deficit 


Spending 
Education Community Health —- 


Development Se 


. ye ) 


$1.641 $1,639 
billion billion 


$158 
million 


1992 1996 


a Se 
| V NITOBA 


More p 
THAN SE 


The NDP government... 


katchewan has shown up the Manitoba provincial government with a 
budget that cut their Provincial Sales Tax by 2%, or $180 million, 
and retired the provincial debt in 96/97 by $359.5 million. The lack- 


luster Manitoba budget paled in comparison. 


There was less to celebrate when Finance Minister 
Eric Stefanson delivered the 1997 budget speech. 
Sure, major taxes remained frozen, the budget re- 
mained balanced, and tax relief appeared for a few 
Manitobans. But one piece of news is disturbing. 

The Province took $100 million from the Fiscal Sta- 
bilization Fund and placed it directly into general reve- 
nue. Most of it went to fund short-term spending. 
Presumably, the spending was designed to ease rising 
political pressure over the Province’s spending priori- 
ties. 


A NUMBERS GAME? 


The Province blamed the feds for having to raid the 
Fiscal Stabilization Fund owing to reduced transfer 
payments. But the math shows a different story. Fed- 
eral transfers are down by $133 million. If you ex- 
clude the $100 million infusion into revenue from the 
Fiscal Stabilization Fund, “other revenue” is down $7 
million. But the Province is expecting debt costs to be 
$55 million less and tax revenues to be up by $132 
million. Add that all together, and the Provincial posi- 
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tion should be $47 million better 
this year. New tax revenue from 
economic growth fails to offset the 
lost federal transfers by a mere $1 
million. 

The reality is that the Province 
plans to spend $67 million more 
in net terms on programs and 
capital projects this year, funded 
in part by previous surpluses and 
the MTS sale. The till was actu- 
ally opened to allow for minor 
increases in everything from 
business subsidies to school and 
university construction. Some argue the increase in 
program spending is a mere 1.4%. But, this same $67 
million spent on debt reduction would have saved tax- 
payers from making $5.7 million in interest payments 
to bondholders for each and every successive budget. 


Premier Gary Filmon 


DEBT REPAYMENT? 

Provincial spin-doctors worked hard to make the 
Province’s first debt repayment of $75 million seem 
historic. It might have seemed historic three years 
ago. But in 1997, expectations have changed. We’ve 
had two surpluses, robust growth and several hundred 
million dollars in profit from the MTS sale. 

Despite all this, what Manitoba achieved on budget 
day was only the scheduled repayment of a fraction 
over 1% of the provincial debt. If the $53 million in 
repayment of hospital debts is added, the repayment 
number creeps up to roughly 1.7% of balance owing. 


TAX RELIEF? 


Did the Province spend the money in a rush to pro- 
vide tax relief ? Hardly. Instead of looking for broad- 
based tax relief, Budget ‘97 contains a paltry $19.7 
million in selected tax cuts for this fiscal year (see 
chart). 

To demonstrate how backward the Province’s ap- 
proach on tax relief is, take a look at the mining indus- 
try. While the Province gives away $3 million in 
annual MEAP (Mineral Exploration Assistance Pro- 
gram) subsidies to try to generate mining and explora- 
tion, mining exploration spending for 1996 is exactly 
as high as it was in 1994. To add insult to injury, free- 


Another Manitoba miner 
angered by the 
government's baffling 
mining tax policy. 


marketers in the mining industry are 
now supposed to be excited by 
$600,000 in tax breaks from the Prov- 
ince on fuel used for off-highway ore 
transport, a tax break that will almost certainly require 
considerable paperwork to receive and administer. 

While the Province serves up its paltry breaks for 
fuel, it retains a Mining Lease Tax and a Mining Tax. 
If they just killed the exploration subsidy and killed 
one of the taxes in its entirety, there would be less pa- 
perwork, less need for bureaucracy and greater long- 
term savings for taxpayers and viable mining 
businesses alike. 


THE PROBLEM? 


Government spending and fiscal policy remains too 
political. Too many in government still want to target 
different sectors with subsidies, gifts and minor tax 
breaks, and be seen to be doing these things to take 
credit for growth in those areas. While even the tini- 
est reduction in taxes should be applauded, a “tinker 
tax” approach is clearly the most expensive and least 
productive approach to tax relief. 

Budget ‘97 is a status quo document which stays 
the course of the Tories’ modest agenda of fiscal re- 
form. The fiscal situation today is considerably more 
stable than it was before the budget was balanced. 
But the whole point of stabilizing the budget in the 
short term was to pay off the debt and thereby stabi- 
lize the budget for decades. 

The Manitoba “debt dividend” doesn’t even exist 
yet. The deficit dividend has barely appeared. Al- 
ready, the Province has cashed in much of that divi- 
dend far too early. It’s not a disaster for taxpayers, 
but certainly no cause for celebration. @ 
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A... on Winnipeg 
City Hall voting patterns 
shows that the so-called fiscal 
conservative councillors have 
repeatedly supported proposals 
designed to separate Winnipeg 
taxpayers from their dollars. 

In its report, called The Win- 
nipeg Taxpayer’s Hansard, the 
Manitoba Taxpayers Associa- 
tion (MTA) found that the 
Mayor’s cabinet - Executive 
Policy Committee (EPC) - sup- 
ported every recorded new tax, 
tax increase and utility increase 
in the study’s sample. 

The Taxpayer’s Hansard is 
a brief summary of the City’s 
Official Hansards from 1995 to 
1996, selected from a sample 
of motions on a range of issues 
on City Council’s agenda. 


Voting block defined 
Although City Council is 
not designed for party politics, 
two distinct blocks have taken 
shape. The majority pro-busi- 
ness coalition - the B/Zniks - 
consisted of the Mayor, 
Councillors John Angus, John 
Prystanski, Pat Phillips, and 
EPC Councillors Jae Eadie, 
Mike O’Shaughnessy, Amaro 
Silva, Bill Clement, and Garth 
Steek (former EPC Finance 
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Chairman). 

The minority “Winnipeg in 
the Nineties” (WIN) Council- 
lors - the WINniks - are repre- 
sented by Glen Murray, Lillian 
Thomas, Daniel Vandal, and 
one other, independent Coun- 
cillor Al Golden. As for the 
gray area in between, Council- 
lors Lazarenko and Lubosch 
lean more toward the WINniks, 
whereas Councillor Timm- 
Rudolph usually sides with the 
BiZniks. 


Clear division 

On balance, the voting pat- 
terns demonstrate two clear di- 
visions of influence split 
occasionally on the fault lines 
of ideology and geography. 
The BlZnik coalition by and 
large occupies the well-to-do 
wards in the south west and 
west quarters of the city (with 
the exception of John Prystan- 
ski’s Point Douglas ward and 
Mike O’Shaughnessy’s Old 
Kildonan ward). The WINnik 
Councillors generally represent 
the less affluent central, north 
and east quarters of Winnipeg. 

The voting patterns on is- 
sues of taxation and utilities, 
spending, subsidies, contract- 
ing-out and staffing highlight 


Sample of Winnipeg City Hall votin 


Councillor 


BiZnik | WINnik | Absent | BIZnik % | WINnik % 


tterns 


‘ Votes Votes 
Mayor Susan Thompson (EPC) 18 0 0 
Bill Clement (EPC) 18 0 0 
JaeEadie(EPC) 18 0 0 
Amaro Silva (EPC) 18 0 0 
Garth Steek (EPC) 16 0 2 
Pat Phillips . 17 1 0 
Mike O’Shaughnessy (EPC) 15 2 1 
John Angus pes ele 3 0 
John Prystanski 15 3 0 
Shirley Timm-Rudolph 14 4 0 
Mark Lubosch 5 13 0 
Hany Lazarenko 4 14 0 
Al Goklen 2 16 0 
Glen Murray (WIN) 1 17 0 
Lillian Thomas (WIN) 0 18 0 
Daniel Vandal (WIN) 0 18 0 


TAX & SPEND NAJORITY 
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the polarization of the two 
blocks. 

To advance local business 
activity, the Mayor’s BlZnik 
coalition has carried out a strat- 
egy based upon subsidies and 
concessions conferred to large 
individual industry, increased 
spending on City promotions, 
public relations and booster- 
ism, financing infrastructure 
projects linked to critical mass 
projects, such as Winnport and 
the Pan Am Games, and mod- 
est streamlining of the cost of 
government operations. 


New taxes & revenues 
For the most part, the pro- 
big-business strategy has been 
anticipated by additional 
sources of tax revenue. The 
BiZniks voted in support of a 
3% business tax last year, a 
1.9% property tax this year, a 
billboard tax, a gas & hydro 
tax, and several utility hikes. In 
all fairness, they also demon- 


strated a willingness to 
reduce the cost of gov- 
ernment by moving 
motions in support of 
contracting-out City work, roll- 
ing back City worker salaries, 
and merging the redundant wel- 
fare department with the Prov- 
ince. 


New spending 

As for votes on new spend- 
ing, the Mayor’s coalition suc- 
ceeded in passing $600,000 on 
the millennium party and sun- 
dry boosterism, new spending 
for EPC’s public relations 
budget, and a $14-million up- 
grade of the York Street under- 
pass. Councillors Lubosch and 
Timm-Rudolph were on-side 
with EPC for the spending 
hikes. 

More often than not, it was 
the WINniks who dared block 
EPC’s motions for new taxes 
and spending. Nevertheless, 
their voting patterns do not nec- 


At a January 7th press conference, the MTA delivered one of several reports pre- 
pared this year on the City of Winnipeg's spending and taxation policy. 


essarily correspond to anything 
that might resemble taxpayer- 
friendly agendas. 

Although the WINnik coali- 
tion opposed most of EPC’s 
tax and spending sprees, many 
of them lined-up their votes in 
favour of equally disturbing 
motions including the 
$300,000 streetscaping pro- 
posal, a parking stall tax, and 
the Schneider’s subsidy. They 
were also unsuccessful in foil- 
ing taxpayer-friendly motions 
to contract-out Handi-Transit, 
management and maintenance 
of the John Blumberg Golf 
Course, and to merge the pro- 
vincial and municipal welfare 
departments. WINnik Council- 
lors Thomas and Vandal even 
opposed a motion to save thou- 
sands of dollars by contracting- 
out janitorial work inside 55 
Garry Street, even though no 
jobs would have been lost. 

The two camps were not al- 
ways at logger heads as the 
vote on the Schneider’s sub- 
sidy demonstrated. Council 
voted unanimously to hand out 
$2.5 million in grants and con- 
cessions for the Schneider’s 
Meats plant expansion. 


Explaining the chart 

From the original 25 vote 
sample, 18 were selected from 
the chart to represent the high- 
est occurrence of block voting. 
The chart shows the percentage 
and number of times that any 
councillor voted in support of 
either the majority B/Zniks or 
the minority WINniks. @ 


Copies of the Winnipeg Taxpayer's 
Hansard can be obtained from the 
Manitoba Taxpayers Association re- 
search office. Tel: (204) 772-3199 
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BY # n recent years governments of ai 
WENDELL political persuasions have proposed re- 
placement of local governments with 

COX amalgamated metropolitan govern- 

ments. Amalgamation has oc- 
curred in Halifax, and has been 
proposed for Ottawa and Hamil- 
ton. A hybrid sub-regional amal- 
gamation — neither 
metropolitan nor municipal — 
has also been proposed for 
Toronto. 

Proponents of metropolitan 
amalgamation suggest that it will 
be more efficient and it will 
make a region more competitive 
in the world economy. That all 
sounds reasonable enough. 

There’s only one problem — 
it’s just not so. The academic 
literature is clear — amalga- 
mated governments do not 
save money. And the “com- 
petitiveness” arguments are 
based upon anecdotes that, 
Sydney, Australia - Population - aay upon examination, fade as 
: quickly as the proverbial 
greener grass on the other side 
of the fence. 

Sydney, Australia — no 
competitive slouch — is the site 
of the 2000 Olympic games. 
Sydney has a _ metropolitan 
population of more than 3.5 mil- 
lion composed of more than 30 

cities. Only one reaches 75 per- 
cent of Hamilton’s population. 
By comparison to the central city 
of Sydney’s 7,500 residents, both 
Nanaimo and North Bay would 


o Toronto 


London - half the size of metr 


Multiple local governments are 
the rule in the developed world’s 
most competitive urban areas, 
such as London, Paris, Stock- 
holm, Copenhagen, Barcelona, 
Melbourne, and Seattle, not to 
mention Toronto and Vancou- 
ver. The largest municipal gov- 
ernments in London are less 
than half the size of Toronto, 
Edmonton or Calgary. Atlanta, 
site of the 1996 Olympic 
games, is smaller than the city 
of Vancouver, and contains 
barely one-tenth of metropoli- 


tan Atlanta’s population. The relation- 
ship between international competitive- 
ness and metropolitan government is 
simply non-existent. 


NOT COST EFFICIENT 


Despite its counter-intuitiveness, 
there is virtually no evidence that larger 
cities or amalgamated cities are more 
cost efficient than smaller cities. Indeed, 
a wealth of data suggests the opposite. 
According to US Census Bureau data, 
per capita expenditures in cities over one 
million are 18 percent higher than cities 
of 500,000 to one million. US counties of 
more than one million are 42 percent 
more costly than medium sized counties. 
Smaller counties are even more efficient. 
Amalgamated city-county governments 
of more than one million spend more than 
double per capita than that of smaller 
amalgamated cities. Larger school dis- 
tricts are more costly than medium sized 
school districts. Larger Canadian and US 
transit agencies cost more to operate per 
hour of service than smaller transit agen- 
cies. 


Indeed, the process of amalgamation 
itself is associated with extraordinary ris- 
ing costs. 

During the 1950s and 1960s, US 
school districts amalgamated at an un- 
precedented rate — and costs per pupil 
rose at much higher rates than in previous 
and subsequent decades. The US transit 
amalgamations of the 1960s and 1970s 
produced cost escalation greater than that 
of US health care — which has been 
generally considered to exhibit the great- 
est cost escalation among nations with 
stable currencies. 


RISING COSTS 


So why are larger cities less cost ef- 
ficient than smaller cities? There are at 
least five reasons. 

@ Services will be harmonized among 
the former municipalities. They are 
likely to be harmonized upward to the 


service levels of the most expensive 
city, which will cost more. 

@ Labor contracts will be harmonized 
among the former municipalities. Be- 
cause labor unions routinely bargain 
for more rather than less, this is likely 
to increase costs. 

@ The amalgamated government will 
need more bureaucrats, because the 
larger city will require new layers of 
management. 

@ The bureaucrats will get paid more 
— because in the public sector, wages 
and benefits are directly related to the 
size of budget and the size of staff. 

@ Municipal trade unions will wield 
more power, which will raise costs fur- 
ther. 

If the problem is insufficient munici- 
pal cost efficiency, the answer is not 
larger cities with their larger bureaucra- 
cies and stronger trade unions. It is rather 
an injection of competition, through 
competitive tendering and other more ef- 
ficient service delivery alternatives. The 
GST will long since have been repealed 
before taxpayers see savings from gov- 
ernment amalgamation. 


DEMOCRATIC DAMAGE 


But even if the evidence on effi- 
ciency favored amalgamated metropoli- 
tan governments, the damage they do to 
democracy should preclude their imposi- 
tion. Smaller governments tend to be 
more accountable and responsive, be- 
cause the individual citizen has a more 
powerful “voice.” For example, a voter’s 
voice in a city of 100,000 population is 
10 times as strong as in a city of 
1,000,000. Further, as governments in- 
crease in size, processes and communica- 
tions become more bureaucratized and 
rigid, and less understandable to the indi- 
vidual citizen. With a less efficient and 
effective feedback system, the quality of 
government services is likely to decline. 

Even more ominously, larger gov- 
ernments are more susceptible to special 
interests, which have the financial re- 
sources to hire lobbyists to learn, under- 
stand and manipulate the complicated 

Continued on next page 


bureaucratic processes of larger governments. This 
puts individual citizens and neighbourhood groups at 
a disadvantage. Moreover, there are economies of 
scale with respect to political advocacy — it is sim- 
pler and less expensive for special interests to influ- 
ence a larger government than mu!tiple smaller 
governments. It is a simple truth that as government 
gets stronger, people get weaker politically. By no 
account can it be considered a victory for democracy 
to move city hall further away. 


CLOSE 10 THE PEOPLE 


If amalgamated metropolitan government were 
such a good thing, then suburban and central city 
voters would band together and demand it. But they 
do not. Despite the determination of an otherwise 
populist provincial government to ignore their voice, 
residents of all six cities within the Municipality of 


Metropolitan Toronto voted three to one in opposi- 
tion to amalgamation. Staten Island has voted two to 
one to secede from New York City. Municipal seces- 
sion has either occurred or become an issue in Win- 


nipeg, Los Angeles, Boston and Oakland. 
Metropolitan governments have been disbanded in 
Copenhagen, London and Barcelona. The reason is 
simple — people prefer to keep control of municipal 
services close to home: What legitimate interest does 
a West Vancouver voter have in the delivery of local 
services in Surrey? 


But just as all issues are not regional, not all 
issues are local. Some services require regional ad- 
ministration. Metropolitan coordinating councils, 
like the Greater Vancouver Regional District, or the 
proposed Greater Toronto Services Board can serve 
that purpose. But, true to democratic principles, their 
responsibilities should be strictly limited to genuine 
regional issues, and they should be under the control 
of their constituent municipal governments. 


THE RIGHT SIZE 


So what is the optimal size for a city? It is surely 
not larger than the four Atlantic provinces combined 
or Slovenia, as in the case of the proposed Toronto 
megacity. Some analysts suggest a range of 500.000 
to one million population, while others suggest much 
smaller numbers — in the range of 50,000 to 100,000. 
And there are good examples of very healthy cities 
that are far smaller. But in a democratic nation there 
is a more appropriate answer — the optimal size ofa 
city is no greater than a local electorate desires and is 
willing to pay for. That’s what democracy is all 
about. = 


Wendell Cox is principal of Wendell Cox Consultancy in the St 
Louis area. He was retained by the City of Toronto on the issue of 
municipal amalgamation and was a three-term member of the 
Los Angelos County Transportation Commission. His City of 
Toronto Report can be obtained on the internet at: 

http://www. city.toronto.on.ca/3wrd/cox.htm 


By Ken Mitchell: A Flamborough businessman 
and the Co-Chair of the Wentworth Citizens’ Refer- 


On Febr uary 5, 199 nf voters in the 
towns of Ancaster, Dundas, Flamborough, Glanbrook 


and Stoney Creek went to the polls to cast their ballots 
in a plebiscite on the future of their communities. 


But, unlike any other referendum or 
plebiscite on municipal government re- 
form in Canada, and perhaps North 
America, the government wasn’t al- 
lowed to participate in the process. 

The provincial government seemed 
poised to amalgamate Hamilton and its 
suburbs, without allowing the people 
there a say. The citizens were enraged 
and came together in a loosely organized 
coalition, determined to have their say. 

Faced with a Municipal Act that en- 
sured a plebiscite sponsored by munici- 
pal governments on this issue would end 
up mired in red tape, pushing it far be- 
yond the provincially imposed deadline 
of April 1, 1997, the citizens took mat- 
ters into their own hands. 

A steering committee was established 
on December 21, 1996, to develop a 
multi-faceted implementation — plan. 
Plebiscite organizers needed to work 
from three critical points - wording of the 
question, timing of the vote, and the im- 
partial administration of the voting proc- 


endum Coalition. 


ess. Throughout the 
entire debate, all refer- 
endum organizers refused to take a posi- 
tion on the issue or to align themselves 
with any of the advocacy groups in- 
volved. 


WORDING... 


In order for the plebiscite to be con- 
sidered fair, the question had to be neu- 
tral. It was modelled upon the question 
asked of Britons when they voted on 
entry into the European Economic Com- 
munity. And when presented to Ontario 
residents it was applauded as “fair and 
balanced” by several experts including 
Professor Henry Jacek of the McMaster 
University Department of Political Sci- 
ence, by the Chief Electoral Officer of 
the Province of Ontario, and by the Ham- 
ilton Spectator editorial board. 


TIMING... 


The Harris government’s track record 
STC vece reste t bloat 2 4 
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strongly suggests the government does 
its listening before it makes up its mind, 
and is difficult to budge once a course of 
action has been chosen. Therefore the 
plebiscite results had to be in the hands 
of the government before legislation 
dealing with government restructuring 
was introduced in the Legislature. Pleb- 
iscite organizers managed to organize 
and stage a public vote within 26 days to 
ensure this happened. 


ADMINISTRATION... 


The administration of the vote was 
not as difficult as might have been ex- 
pected. Voter lists were dispensed with 
in favor of identification requirements, 
and voter attestation forms. Advertising 
of the vote was handled by local news- 
papers, who sold local advertising to 
cover the costs. School boards and town 
councils provided facilities for polling 


stations, pro- 
vided __ there 
was no cost in- 
volved to the 
taxpayer. The 
Canadian Un- 
ion of Public Employees agreed to waive 
contract provisions enabling members to 
volunteer their time in order to open 
schools for the vote. Ballots and ballot 
boxes were purchased in bulk and the 
cost was shared among plebiscite com- 
mittees in the five participating commu- 
nities. 

The total cost of staging this citizen’s 
initiative was less than $15,000. All 
costs were covered with voluntary con- 
tributions and excess revenues were do- 
nated to local charities. 


A SUCCESS... 


Dundas and Flamborough had a voter 
turnout of over 49% - areas where mu- 
nicipal elections have voter turnouts of 
less than 40%. A resounding message of 
“NO” to amalgamating Hamilton and its 
suburbs was sent to the provincial gov- 


ernment by the voters.= 
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